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4 tle aq hi ber ms REASURE ISLAND...One-time headquar- 
. is a ters of Jean Lafitte. ..Summer and 
s Ly » Winter Resort on the Texas Riviera. . 
a ,”. Afine ocean beach... Famous Seven and 
I one half-mile Sea-wall . . . Limitless at- 
mee tractions for the vacation visitor .. . 
aie Here are facilities for boating, driving, 





golfing, riding and fishing the year ’round 
and here is one of the finest beach auto- 
mobile speedways in the world. 

Pretentious hotels line the drive and 
promenade atop the Sea-wall... A mag- 
nificent causeway connects Treasure Is- 
land with the Texas mainland. 


Galveston is one of the country’s fore- 
most deepwater ports with 37 piers ac- 
commodating more than 100 ocean-going 
vessels; 245 miles of wharf trackage; 
the country’s largest export grain eleva- 
tor, capacity 9,000,000 bushels; more 
than 4,000,000 square feet of enclosed 
storage space; 1,927 ships entered the 
port during the year and 3,390,085 tons 
of freight passed over its docks. . . This 
port and playground and Texas City, on 
the mainland, the “Port of Opportunity” 
are served by the 


MISSOURI PACIFIC LINES 
fast freight and passenger trains to 
the North and East thru the St. 
Louis, Memphis and New Orleans 
gateways; to North and West Texas 
and California; South Texas and 
Mexico; and East Texas and 
Louisiana-Arkansas. 
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an international repu- 
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Announcing Our 


1932 Public 


Utility Map 


An Up-to-the- Minute Territorial Map Showing 


Fields of Operation of Leading Electric Power Groups 


Special 
Short 
Term 


Offer 








A Great Research Achievement that Benefits Investors, 


Utility Officials and: Allied Industries 


Never before has anyone been able to devise such a valuable 
means of graphically analyzing and visualizing the Public 
Utility Industry and its probable future growth as was done 
with the production of our special map. 


The actual map is 264 inches wide by 20 inches high, suit- 
= for hanging on the wall, or placing in your regular map 
cabinet. 


This valuable map created such a sensation in 1929 and 
1930 that we have had continuous inquiry from all branches 


of the industry for a 1932 map bringing up to date the many 
changes ‘of .the past two years. 


Executives and field men find it invaluable in studying their 
possible channels for growth, profitable mergers and in 
graphically visualizing intrinsic worth in the sale of their 
securities. 

Investors find it of equal value in comparing values of Icca- 


tions, prospects for growth, etc., of the companies in which 
they have already invested or plan to invest their funds. 


We have a limited supply of these maps and for 15 days we will send FREE this 
valuable map with a special 5 months’ subscription to The Magazine of Wall 
Street. To be sure of receiving your copy fill out the coupon below and mail at once. 


Special FREE MAP Coupon 


SPECIAL NOTICE TO The Magazine of Wall Street 
OUR SUBSCRIBERS 90 Broad Street, New York, N. Y. 


If F I enclose my check for $3.00. Enter my subscription to The Magazine of Wall Street for 
you are already a subscriber 5 months. I also understand that I am to receive as soon as ready my copy of your large 
you can extend your subscrip- Wall Size Map showing “Fields of Operation of Leading Electric Power Groups.” 


tion for one year from pres- 
ent expiration and obtain this 
important map FREE. No Address 

exceptions can be made. PUM 6-11 
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Why should you publish your dividend 
notices in The Magazine of Wall Street? 
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potential Stockholders of record at the 
time when they are perusing our maga- 
zine, seeking sound securities to add to 
their holdings. 

By keeping them informed of your divi- 
dend action, you create the maximum 
amount of good will for your Company, 
which will result in wide diversification 
of your securities among these influential 
investors. 
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— ee ee ee Cable Address—Tickerpub. 
> WITLI LLL 


ee TITEL hhh 


When doing business with our advertisers, kindly mention THE MAGAZINE OF WALL STREET 


S 


WZZLLLL ddd LLL LLL, LLLLLLLLL LLL LLL LLL LLL LLL EEEEEEEEEEEZEZEEZEEEZEEZZZZZZZZ 


ULLAL LLL LLL LLLLLLL LLL LLL LIAL LLAMA ALLL ALLL LALLA LLLLLL LLL LILLIE 
ULiAL didi aaLeaaaae, 














WITH THE EDITORS 














hall We Give Up Without a Fight? 


N income, wealth, national re- 
| sores and potentialities for 

growth the United States is the 
richest country on earth. Its people 
are intelligent, sturdy, vigorous, re- 
surceful. Nowhere in the world is 
there another land or another people 
of such unlimited opportunities. Given 
these circumstances, one would expect 
depression to bear lightly upon us or 
at least that we endure it with forti- 
tude and meet its problems with 
promptness and common sense. In- 
stead we have amazed the world by 
our dilatory tactics and our resort to 
all manner of desperate polliatives 
which give little weight to future 
costs. 

It may be that years of over-abund- 
ant prosperity and easy growth have 
spoiled us and weakened our moral 
fiber. Not only do we face economic 
adversity with poor grace. We face 
it with fear, confusion and ineptitude. 
It finds the most resourceful of all 
peoples without recourse other than to 
a blundering series of shallow ex- 


pedients. It finds us dodging and 
evading our problems, hoping that the 
morrow will bring a magic solution 
that we haven’t the wisdom or the 
backbone to work out. It finds local 
and class interests and prejudices 
supreme; and unselfish, truly national 
patriotism at low ebb. Surrounded by 
world problems, the attitude of the 
world’s greatest country is, “Let 
George do it.” 

America, land of opportunity, has 
become the land of the petty politician 
and the racketeer. Nowhere else do 
they have so happy a hunting ground. 
No doubt there are statesmen among 
us, but they do not choose to run for 
office. Why should they? Politics, 
in the minds of many, has become a 
shabby calling. Where it is not 
begrimed by actual graft and dis- 
honesty it is smudged by hypocrisy and 
self-seeking demagogy. Honest, fear- 
less, capable public leadership is some- 
thing we have not had in so long that 
the average American probably has 
forgotten what it is. 


To rail at the politicians, however, 
is useless. The fault is ours, for we 
elect them. We have lived through 
an era of soft comforts, easy money 
and loose responsibilities. We have 
made chasing the almighty dollar our 
main end in life. It is no wonder that 
our former political and social stand- 
ards have tended to disintegrate, that 
so many of our municipal officials are 
mere looters and so many of our 
people act on the principle that the 
law, almost any law, is meant for the 
other fellow. 

Are we going to give up? The 
answer is no! Somewhere deep within 
us sleeps the spirit of honest, rugged 
American individualism; the spirit that 
makes men meet their problems with- 
out whining; the spirit that confronts 
adversity with both hope and in- 
genuity. Ifa return to hard times will 
reawaken this spirit, restoring to us 
a national leadership, a national con- 
science and a national sense of human 
responsibility, the losses of the depres- 
sion will have been worth their cost. 








In the Next Issue 


Is Business Seeking a New Normal at Lower Levels? 


This story will throw an important light on current and prospective corporate earning power 
which will afford a study of basic industries and leading corporations which will prove of utmost 


value. 


3y Joun D. C. WELDON 


United States Alone of All Nations Will Be First to Achieve 


Recovery 


Contrasted with Great Britain, France and Germany 


By CHARLES BENEDICT 


This issue will contain a special PUBLIC UTILITY SECTION. This section will include an article 
entitled “Public Utilities Today and Tomorrow” by George Otis Smith, chairman of the Federal Power 


Commission. 


It will discuss the effect of lower rates on utility earnings. 


It will reveal the current 


position of natural gas and will present a most unusual and practical statistical compilation of all lead- 
ing public utilities showing their progress during depression and affording the data by which their 
Investment standing can be easily appraised. 
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Two TRENDS 


Of Interest to Financial Advertisers 





1. The trend of security sales is to investment 
trust shares. Dealers say that at the present 
time no other security is so easy to sell. And 
it is today the most persistently advertised of 
all inyestment opportunities. 


Leading Investment 
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Great Changes Impend—The German Giant Turns—The 
Latest Inflationary Proposal—Congress Does Its Duty 
—New Hope for the Markets—The Market Prospect 


GREAT CHANGES IHREE years ago most 
IMPEND T Americans were con- 

vinced that the capi- 
talistic economic system had completely demonstrated 
its superiority to socialistic systems. Europe, long 
leaning toward piece-meal socialism, had become dubi- 
ous as to the wisdom of its course. Today people talk 
glibly of the failure of capitalism, and conversationally 
agree that profound changes in the politic-economic 
frame of society are inevitable. Three years of 
poverty in the midst of superabundant material wealth 
have caused even the most conservative to meditate on 
the necessity of economic reconstruction. 

In Europe, state socialism under whatever guise has 
made great forward strides. This progress has gen- 
erally taken the form of a concurrent change in the 
nature of government. As the state becomes more of 
a business institution it has become more of a business 
organization. Parliamentary government is in decline 
and strong executives are becoming the fashion. 

While democratic sentiment is still at high tide in 
the United States events of recent years have resulted 
In a great turn of public opinion toward more authority 
Or government in economic matters. Every class, 


from the pitiful man without a job to the hitherto 
haughty banker, scofing at government in business, 
has turned to the government for help. In many in- 
stances direct government interference in business affairs 
has been implored. Several great industrial groups 
see no salvation for themselves without some sort of 
alliance with government. 

The expansion of governmental control throughout 
the world over international trade, accompanied by the 
perfection of instantaneous communication, makes for 
the curtailment of individual capitalistic functions. 
When governments begin to reduce foreign trade to 
virtual barter under their direction, supply capital to 
each other, and command the foreign activities of pri- 
vate capital the field of the international banker begins 
to narrow. 

No doubt the swing toward the socialized state is 
emphasized by the exigencies of the times, and we shall 
recover from it as we did from the socialization of busi- 
ness control during the war. But much of the new 
inclination will remain. In the coming recurrence of 
prosperity independent capitalism will have to solve 
the problems of distribution of wealth and maintenance 
of economic equilibrium, as it already has conquered 
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the difficulties of adequate production and transport 
or yield its present independence to a large degree of 
state domination. As yet there is nothing in experience 
to show that the state can do as well in any economic 
field as private capital. In production and administra- 
tion of industry the state has lamentably failed. But 
the masses are only concerned now with the current 
colossal fiasco of individualistic economics. They are 
in a mood for “bold experimentation.” There will be 
some. 


— 


THE GERMAN HE forced resignation of the 
Bruening government marks 


GIANT TURNS 

the end of the control of 
Germany by the Republican parties. The appointment 
by President von Hindenburg of a nationalistic cabinet 
of “national concentration” may mark the virtual 
passing of the German Republic. There may be some- 
thing like a coup d’état and the seizure of power by 
the old nationalistic elements or the equally national- 
istic Nazis may come into control. Being apparently 
without any hope of support the Reichstag has been 
dissolved and a de facto dictatorship established. New 
elections are imminent. The German people are ready 
for almost any change. A militaristic revolution, even 
though representing the will of a small minority, would 
probably be acclaimed once it succeeded. Even Nazi 
usurpation, contrary as it would be to the common 
sense of the people, would be accepted in a mood of 
desperate resignation. Germany has reached a stage 
of political and economic disintegration when all con- 
siderations of financial obligation and treaty commit- 
ments are apt to become for the time being as im- 
material as personal appearance to a man fighting for 
his life. She can expect little help from her neighbors. 
When a wolf falls the pack rend him. Europe never 
changes. Now, as a hundred years ago, a stricken 
nation must save itself or perish. 


— 


THE LATEST F we must have _ inflation, 
INFLATIONARY I which is certainly open to 
PROPOSAL grave doubt, there is much to 
be said for the bill offered by Senator Glass as a 
substitute for the much criticized Goldsborough Bill. 
The latter bill set an impossible goal, seeking to order 
the Federal Reserve Board to lift commodity prices 
back to the level of 1926. Senator Glass proposes, in 
effect, an extension of our present currency system by 
permitting national banks to issue currency backed by 
Government bonds. This would involve no revo- 
lutionary change, since part of the currency we 
regularly use has long been issued by banks on the 
basis of certain special issues of United States Govern- 
ment bonds. If every bank exercised to the limit the 
privilege proposed by Senator Glass the additional 
amount of money placed in circulation would probably 
be slightly more than 1 billion dollars. In the public’s 
prevailing nood of uncertainty and fear, it is to be 
doubted that this increase would actually achieve any 
important inflation of prices. Moreover, it is likely 


that most of the banks best situated to issue the new 
money—because of the extent of their capital and of 
their ownership of Government bonds—would be least 
inclined to take advantage of the opportunity, since 
they are generally in a highly liquid position. As for 
the broader effects of this or any other inflationary 
remedy, Senator Glass himself has expressed the 
opinion that no artificial expedient will end the de- 
pression. 


—_ 


CONGRESS DOES N a fit of action the Senate 
ITS DUTY I suddenly achieved at least 

a technical balancing of 
the budget on the positive side and the next day the 
conferees of the two houses agreed. The negative or 
general economy side was not so expeditiously disposed 
of. But whatever may happen in the next two or three 
days it is certain that the budget for 1933 has been 
balanced in effect. Uncle Sam has done his bit. He 
ought to have done it four months ago to avoid the 
international difficulties which the long delay has 
occasioned. Publicly and privately the country is now 
down to rock bottom. The froth of the great bull era 
has been dissipated. America is now not only facing 
realities but dealing with them. We have had our 
illness and we have swallowed the bitter medicine that 
will make us whole again. Now let business, which 
has been berating Congress, show what it can do! 


=~ 


RMATION by leading 

banking institutions of a 

$100,000,000 corporation 
for the purpose of “acquiring sound investments in the 
security markets” has with magical speed shaken off 
the black pessimism which so recently gripped the bond 
and stock markets. This added stimulus, coming on 
top of the progress which Congress has made in its 
effort to balance the Federal budget, has brought about 
a notably fast recovery in bond prices and sympathetic 
rally in stocks. 

It is a far cry between this project and the banking 
pool which sought to keep the stock market from get- 
ting out of hand in 1929. The avowed purpose is not 
to stabilize the bond market but to make money for its 
participants. If the judgment that sound securities are 
now cheap is correct, and no “unloading” of burden- 
some issues onto the public is attempted, the corpora 
tion will make profits; and if it make profits the bond 
market will be stabilized and hope will inevitably 
spread into stocks. 


NEW HOPE FOR 
THE MARKETS 


—_— 


UR most recent investment 
QO advice will be found in the 

discussion of the prospective 
trend of the market on page 200. The counsel em 
bodied in this feature should be considered in connec’ 
tion with all investment suggestions elsewhere in this 
issue. Monday, June 6, 1932. 


THE MARKET 
PROSPECT 
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somewhat less encouraging picture of basic con- 

ditions than is perhaps justified by recent in- 
tangible developments of more promising import. The 
organization of regional committees of prominent busi- 
ness men and bankers throughout the country to pro- 
mote concerted action in breaking the credit deadlock 
is a practical measure from which constructive results 
may be expected after confidence in the dollar, both 
at home and abroad, has been restored through enact- 
ment of legislation to balance the budget by Govern- 
ment economies and adequate taxation. The continued 
slow recession in our Cost of Business Credit line, 
despite heavy exports of gold, indicates that banks in 
the larger cities now have ample funds to finance their 
share of a business revival, when and if they choose 
to relax the tight rein they have held on credit, and it 
is doubtless in recognition of this fact that Federal 
Reserve purchase of United States securities last week 
fell to half of the hundred millions which were taken 
weekly during the month of April. Small country 
banks, on the other hand, have benefitted little from 
the heavy open market operations this year, and are 
still borrowing about two-thirds of their reserve de- 


Ts Barometer this week appears to present a 


posits at the Federal Reserve banks. Senator Glass’s 
proposal to confer circulation privileges upon all Gov- 
ernment bonds therefore aims to place new money 
where it is most needed, and appears to be the least 
objectionable fiat money measure that has yet been 
suggested. 

In view of the paralyzing apprehension which has 
crept over the business world of recent weeks in con- 
sequence of political dallying with the budget it is 
scarcely surprising to learn that complete returns on 
New Orders for the latest point just entered upon our 
graph reveal a further shrinkage in the comparative 
rate at which new business was booked by leading in- 
dustries throughout the country, although the rate of 
decline was less than for the two preceding months. 
And so the slight upturn in Business, Activity noted a 
fortnight ago turns out to have been nothing more than 
a temporary halt in the downward trend. That stocks 
and bonds should have dropped to record low levels 
during the past two weeks is therefore quite natural, 
yet there is a growing conviction that pessimism is be- 
ing carried to unwarranted extremes, and that short 
selling ventures are becoming increasingly risky. The 
recent rally in bond prices may be significant. 
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Is Market Adjustment 
Nearing Completion? 


Further Weakness Possible But Selling Is Unwise 


By A. T 


. MILLER 





or common issues selling above 





present writing that the 

stock and bond markets 
may have endured their full 
share of immediately necessary 
liquidation and that during 
the early future some in- 
terlude, either of moderate 
rally or of rest, may be ex- 
perienced. Such a develop- 
ment would be sufficiently 
gratifying merely in affording 
relief and in providing time 
for a fresh appraisal of the 
underlying economic position. 
It can scarcely be expected, at 
present, to throw any substan- 


is appears possible at the 


than decline.” 


“While retention of sound holdings is ad- 
vised, nothing has yet occurred to suggest that 
new buyers can abandon caution. 
tion, if carried on at all, should be on a 
modest, scale-down basis. 
operations can no longer be a major one, but 
neither is there major risk that investment 
bargains will suddenly disappear. Recovery is 
invariably a slower and more arduous process 


$10 a share. Public utilities 
have . belatedly entered into 
the general collapse of values, 
fostered by tax legislation 
on electric consumption. 
Nothing could more strikingly 
emphasize the extent of this 
depreciation than the estab- 
lishment of approximately a 
12 per cent yield on s0 re- 
cently favored an issue as 
Consolidated Gas. 

As we confront such quo- 
tations precedent loses all 
value and the investor is in an 
uncharted sea. One is hard 


Accumula- 


The risk in such 








tial light upon the question of 
whether we have at last 
reached the valley of depression and still less light upon the 
question of ultimate economic revival. 

There is no visible change in the basic trend. Corporate 
earning power remains appallingly low and there is little 
reason to expect it to move higher during the summer. 
It probably will move lower. Commodity prices give no 
indication of an upward reversal. A vast unemployment 
is unrelieved. Stagnation of international trade is un- 
broken. It is difficult, if not impossible, to detect any- 
where in the picture a hint of potential expansion in pur- 
chasing power. 

Yet these adversities have been with us so long that they 
become familiar. They have been discounted to a sub- 
stantial extent by existing security prices, although it is 
by no means certain that they have yet been completely 
discounted. In any event, they do not for the moment 
present any element of fresh shock for the market and, 
hence, permit it to turn its attention to other factors. 

Since the high point of March, which was established 
both on the hope of spring business gains and a much too 
optimistic interpretation of the significance of the Glass- 
Steagall Act and its effect upon Federal Reserve opera- 
tions, both stocks and bonds have suffered the most severe 
percentage depreciation of the entire depression period. 
In three months a stock market already drastically de- 
pressed has been again cut in half. 

Many issues have reached the lowest prices ever known, 
including the country’s premier investment stock, American 
Telephone. Leading industrials are at a level comparable 
to nothing since 1903. Railroad shares have fallen to 
literally fantastic levels, with only a minority of preferred 
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put to decide whether the 
m market pendulum has swung 
ridiculously far in its correction of previous speculative 
excesses, whether it is now as completely out of touch 
with the realities of the underlying position as it was in 
the opposite movement of 1929, or whether, with a com: 
posite omniscience not to be argued with, it has in its 
recent devastating decline forecast deeper depression to 
come. 

The experience of the past, of course, both in economic 
movement and in the normal fluctuations of human emo 
tion, tells us that a point will come when security prices 
not only do not accurately forecast a totally dismal future, 
but actually exaggerate existing adversities. That point 
will be recognizable only in retrospect. That we are 
approaching it is mathematically clear, if security prices 
are not to go literally to zero. That we have yet reached 
it is by no means certain. In short, the danger of possible 
losses in stocks—in percentage of investment if not in 
points—is still large. 

Nevertheless, with average stock prices fully 90 per cent 
under the level of 1929, it would appear to be the part of 
investment wisdom at present to resist the urgings of fear 
and, even if commitments be postponed, to concentrate 
attention upon the more hopeful possibilities. It is late 
in the day to sacrifice sound securities voluntarily. Those 
who have carried common stocks throughout a major per! 
of the depression have paper losses so large that a few 
more points would make little difference. To sell out now 
in the hope of avoiding further moderate loss can not fail 
to carry with it an increasing risk of selling out somewhere 
near bottom. 

Anyone who has purchased stocks within the last si 
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months has substantial losses. It is necessary, of course, 
to consider these on an individual basis, but where special 
reasons for selling do not exist, general reasons certainly 
should not prevail. This position may well prove to be 
the reverse of that of, say, 1928, when many investors 
sold out their holdings at handsome prices, only to see 
the market advance for another year. At the time they 
had reason to be disappointed. Looking back from the 
present perspective, they can rejoice. Similarly, many 
stocks purchased well above present levels undoubtedly 
will appear in the longer future to have been wisely 
bought. 

But while retention of sound holdings is advised, nothing 
has yet occurred to suggest that new buyers can abandon 
caution. Accumulation, if carried on at all, should only 
be on a modest, scale-down basis. The risk in such opera- 
tions can no longer be a major one, but neither is there 
a major risk that investment bargains will suddenly dis- 
appear. Recovery is invariably a slower and more arduous 
process than decline. Those who are unwilling to hazard 
a guess as to bottom can only hold their funds liquid and 
await signs of a basic turn. No one will get bottom 
prices with this policy, but the premium paid could be con- 
sidered reasonable as insurance against loss. 

As a practical matter, it makes little immediate differ- 
ence whether various securities are selling below their 
intrinsic values. Psychology plays a large part in making 
prices in the extreme phase of any cycle and usually at 
some point loses touch with actual, long-term values. At 
such a time long-pull opportunities are offered to those 
who can refrain from worrying over intermediate paper 
losses, but since public attitude is so important in making 
quotations the cautious buyer may reasonably pay it almost 
as much heed as 
he would factors 
of earnings and 
assets. 

Realization of 
the part that fear 
and necessity are 
playing in the 
present markets, 
however, should 
aid one in keep- 
ing a clear head. 
No one who per- 
mits the prevailing 
mob emotion to 
tule him will be 
able to judge cor- 
rectly as to the 
proper moment 
for reversing in- 
vestment __ policy. 
The judgment of 
the market is not 
infallible. 

Both in stocks 
and bonds the vol- 
ume of current 
liquidation is rela- 
tively light. If 
there were a nor- 
mal investment de- 
mand it would be 
easily absorbed. In 
short, price weak- 
ness results as 
much, perhaps 
more, from the 
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lack of confident demand as from the pressure of selling. 
No one should te so foolish as to believe that the bulk 
of this selling reflects any considered opinion of the 
economic outlook. It is to be doubted that the bulk of it 
is even determined by fear. 

The fact is that, in the absence of demand, necessary 
selling can only be accomplished at concessions. In some 
instances, for example, necessary liquidation of sound 
bonds has recently proven impossible because of the ab- 
sence of bids. There was the recent spectacle of a sale 
of a single railroad bond—a transaction involving some 
$400—depressing the price by 13 points. Obviously, any 
number of individuals may find cause to make a sale of 
this kind to raise needed cash. There is an element of 
the fantastic in the fact that transactions so small, par- 
ticularly in bonds and preferred stocks, can establish the 
market value of a vast total of investments held by banks 
and other institutions and, in so doing, can contribute to 
the forced liquidation of collateral loans by frightened 
banks. 

Here we have a purely mechanical reason for low prices, 
a reason having nothing whatever to do with the outlook. 
Its existence would appear to justify current suggestions 
that the banks apply some degree of artificial aid to the 
investment market for their own protection. Such aid, 
either through a formal “bond pool” or otherwise, would 
be valid for the reason that the market itself is largely 
artificial. Whether it represents an organized effort or 
not, there is some slight and tentative evidence at present 
of an increased willingness of the banks to make invest- 
ments, particularly among New York City institutions. 

This support and the improved psychology resulting from 
it have at this writing produced an incipient rally in bonds. 
Extension of that 
improvement prob- 
ably would do 
more than any- 
thing else to en- 
courage the stock 
market in coming 
weeks. 

If there is little 
to hope for in the 
business outlook of 
the next several 
months, neither 
does there appear 
to be much to fear. 
So far as business 
volume and profits 
are concerned, it 
may well prove 
that more ad- 
ditional adversity 
is anticipated than 
will develop. Few 
individuals look 
for any significant 
betterment before 
autumn at the 
earliest. Thus, it 
would be quite 
possible for the un- 
derlying _ business 
factors to restrain 
any market recov- 
ery this summer, 
without giving 

(Please turn to 

page 247) 
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A Deadlock At Lausanne? 


Germany Intent on Cancellation of Reparations and 


Demanding Elimination of the Polish Corridor—France 


Staunch for an Inviolable Treaty of Versailles—Impasse 
Seems Certain—What Will It Mean to the United States? 


By THropore M. KNaApPEN 


EFORE re- 
cent events, 
Germany 


was approaching 
the Lausanne Con- 
ference in  any- 
thing but a docile 
mood. Now she 
is apparently in a 
position where she 
can not be com- 
mitted to any- 
thing. 

The retirement 
of the Bruening 
cabinet and the 
appointment of a 
ministry of “na- 
tional concentra- 
tion,” headed by 
Colonel von Papen, 
together with the 
dissolution of the Reichstag by President von Hindenburg, 
produces a new political situation. 

As the war nations meet once again to discuss the irre- 
pressible and rationally insoluble problems bequeathed by 
the war, plus some of recent origin, Germany will be rep- 
resented by a delegation of inexorable nationalists headed, 
it is assumed, by Hjalmar Schacht, former governor of the 
Reichsbank and author of the significantly entitled book, 
“The End of Reparations.” The German delegates may not 
be able to agree to anything but they will firmly tell their 
fellow conferees that the time has come to cease talking of 
the dead past—to bury it and face the present and the 
future. 

Germany will not go to Lausanne hat in hand. So 
far as her will is concerned reparations is as dead as 
Rameses II. Lausanne means to her the first move in 
the nullification of the Treaty of Versailles. She seeks 
complete emanicipation from its bonds. She insists that 
henceforth she will shape her national policies according 
to national requirements, unfettered by the provisions of 
a document which she was compelled to sign under the 
sword of the conqueror. The Germans have reached the 
last stage of endurance. They have 6,000,000 people 
out of work and other millions on part time. They 
must export a third of the product of their industries to 
live. But tariff barriers everywhere turn back their ex- 
ports. A military cordon of economically hostile powers up- 
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Hjalmar Schacht 
The “Big Three’ at Lausanne 


holds the Treaty 
of Versailles 
against them 
around the circle 
from the North 
Sea to the Baltic. 
Deprived of much 
of their natural 
resource wealth by 
its decrees, they 
find old trade out- 
lets forbidden and 
new ones denied. 

France _ blocked 
the customs union 
with Austria and 
forbids economic 
rapprochement 
with southeastern 
Europe. Shorn of 
her colonies, Ger- 
many has no terri- 
tories to develop as consumers of her products and sup- 
pliers of raw materials. Without a new economic 
empire she must submerge 20,000,000 people in the 
lowest depths of bare animal existence. A desperate 
outlook has made a desperate nation. Suicide is rampant, 
recklessness rules, the future is black. Nothing, the 
Germans feel, not even war, could be-worse. Fascism 
in fact, if not in name, impends. Communism is in 
decline. The nation turns to something like the 
old oligarchic rule of the industrialists and the 
aristocrats. 

At Lausanne the sorely beset German giant, madly 
writhing in his bonds, will meet a calm, powerful and 
determined France, standing for the observance of treaties 
and agreements as the very foundation of all orderly 
international relations. It is true that it will be a France 
more sympathetic with Germany’s ills than ever before, 
ready to compromise on reparations, prepared to extend 
substantial help, but determined to maintain her political 
supremacy. But now it is no longer reparations that 
obsesses Germany, she demands complete sovereign free 
dom. As France relents, Germany stiffens. 

There will be one notable absentee when the 
nations meet at Lausanne on June 16 to consider the 
state of Europe in general and more particularly what 
is to be done about, or perhaps only to compose an 
epitaph for the tomb of, reparations—that heavy fine 
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for alleged war guilt which has reduced Europe to an 
economic chaos and has had its repercussions in the re- 
motest parts of the world. 

The United States will not be represented, not even 
by an official observer. From the European point of view 
this is an almost insuperable obstacle to any definitive 
decision at Lausanne in regard to reparations. The Euro- 
peans hold that all roads to a final reparations settlement 
lead to Washington by the trunk road of the war debts 
of the allies to the United States. 

The conference immediately results from the reports 
of the Wiggin and Young Plan advisory committees and 
Germany’s repeated declarations that she can not make 
further payments of any degree or any kind. Both 
committees held that Germany’s debt burden must be 
lightened. As the German declaration is generally in- 
terpreted as being one of not merely cannot, but also 
will not pay it would seem that the conference is fore- 
doomed to failure on the main item. This prospect is 
further strengthened by the political situation in Ger- 
many which makes it seem certain that the German repre- 
sentatives cannot agree to anything that is not plainly to 
the advantage of Germany, and that if they do, the new 
nationalistic government, which is expected to take hold 
ere long, will not ratify their signatures. However, there 
till remains ample subject matter for the conference, if it 
survives the head-on collision between the fundamental 
policies of France and Germany. Assuming even that 
Germany will bluntly refuse to agree to any decision 
except the total eradication of reparations, there are the 
problems of what the other powers shall do in that event, 
frst with regard to Germany and, second, with regard 
to the United States. Unless the allied powers accept 
Germany’s ultimatum and the outcome is not cancellation 
but repudiation of reparations the Treaty of Versailles 
becomes a scrap of paper. 


The Uncle Sam Nuisance 


As to the United States, the Allies will wish to agree 
upon a common policy. If Germany is to pay no more 
for an indefinite period what will they do about their 
political debts to the United States, which all of them 
have fiscally tied to reparations? If Germany is granted 
a long moratorium, whether she accepts it or not at this 
time, will they ask for a corresponding suspension of their 
debt annuities to the United States? If they conclude 
that the end has 


union or association of some sort which will aim at re- 
storing the economic entity which disappeared with the 
annihilation of the Austrian Empire. Something must 
be done about the impending bankruptcy of Austria. The 
reduction of armaments futilely discussed for months 
under the auspices of the League of Nations will be 
brought up. 

The general economic and financial position of Europe 
will be considered, including specifically the taking of 
steps leading back to the gold standard and a common 
approach to a restoration of price levels to something like 
the 1929 altitude. Both of these last questions obvious- 
ly have an important bearing upon the central problems 
of reparations and the war debts of the Allies to the United 
States. With world commodity prices off 50 per cent 
from 1929 the reparations burden is doubled as measured 
by its equivalent in production. So also with the Allies’ 
debts. Suspension of the gold standard in England has 
added further to the British burden. The automatic in- 
crease of debtor’s burdens is to the staggering world as 
a weight thrust upon an enfeebled swimmer. 

It will be difficult to avoid a consideration of national 
tariff policies. All statesmen and economists of Europe 
are agreed that however much higher tariffs, quotas, im- 
port licenses and control of exchange may be palliatives 
for national fiscal and industrial crises their final effect 
is to reduce or paralyze international trade. Without 


a large measure of that trade there is no hope for the 
revival of prosperity in the industrial nations of Europe. 


The Points of View 


The positions the various powers will take initially seem 
to be definitely established. 

Britain will adhere to the principle of the Balfour note 
of 1922 which is virtually one of complete elimination of 
the political debts, and is specifically that Britain desires 
to collect no more from her political loans than she is 
compelled to pay the United States. But she is not willing 
to forego reparations from Germany and settlement of 
her loans to her allies unless she is correspondingly re- 
leased by the United States. She can not view with 
equanimity the release of her competitor, Germany, from 
the burden of national debt while she has to meet a 
foreign political debt as well as a stupendous internal debt. 

The recent elections in France and the return of Herriot 
to power reflect a considerable relaxation of French 

obduracy in regard 
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many will not pay, 
will they take a 
corresponding _at- 
titude of repudia- 
tion toward their 
obligations over 
seas? 


Other 


Country 
United States 
problems England 
that will come 
before the con 
ference seem all to 

involved with 
reparations and the 


France 
Switzerland 
Sweden 

Other countries 


What Germany Owes Abroad—Governmental 
and Private 


*Short-Term 
Obligations 
$750,000,000 
490,000,000 
490,000,000 
155,000,000 
450,000,000 
50,000,000 
465,000,000 


France is more in- 
terested in preserv- 
ing the Treaty of 
Versailles as the in- 
ternational constitu- 
tion of Europe than 
she is in reparations, 
always assuming 
that she can be re- 
leased from her ob- 
ligations to the 
United States. Even 
Tardieu offered Ger- 


Long-Term 
Loans 


$1,253,000,000 
261,000,000 
279,000,000 
113,000,000 
129,000,000 
190,000,000 
53,000,000 


Reparations 


d 





arger question of 
obliteration or a re- 
Writing of the 
Treaty of Versailles, 
Among them are 
the question of the 
authorization of a 


Grand total 





term items. 


$2,850,000,000 
$31,428,000,000 


* These figures include under ‘‘Other countries’ 180 million dollars due the Bank 
of International Settlements. Direct foreign investments are not included in long- 


many complete re- 
lease from repara- 
tions provided she 
would uncondition- 
ally agree to refrain 
from all agitation 
for further relief 


$2,278,000,000 
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the Treaty for a period of five years. As always, France 
is primarily interested in security. She hopes that five 
years more of the operation of the Treaty will solidify the 
benefits she derives from it. She imagines that in that 
time a restored and prosperous Germany will have little 
interest in military power and will no longer be deeply 
concerned over the 


lems of money and finance -and tariff readjustments. 

Looming larger in the German public mind even than 
reparations is the problem of the Polish corridor. The 
popular will is that it must be repatriated. As the Ger- 
mans see it reparations have already been settled by de- 
fault, at least as a practical question of immediate action. 
When Laval was 
French prime min- 





virtual disarmament, 
superficially 
at least, that the 
Treaty imposed 
upon her. In an- 
other five years the 
vexed Polish cor- 
ridor question may 
be settled de facto 
by the Polonization 
of that area which, 
it appears, is now 
proceeding rapidly. 

The passage of 
time has weakened 
the French diplo- 
matic position with 
respect to Germany. 
There seems to be 
little doubt that 
France’s devotion to 
large armaments is 
mainly of defensive 
inspiration. It is 
hardly within the 
bounds of possibility that the people of France would 
permit armed intervention under the sanctions of the 
Treaty, therefore Germany may be free from military 
intimidation. But France will be adamant that nothing 
shall be done at Lausanne that flouts the Treaty of 
Versailles. Revise it perhaps; but deny its authority, never. 
On the other hand, France will be able to offer alluring 
rewards for conciliation on her terms. She is the only 
nation in the world today which can through governmental 
action give substantial economic assistance to Germany. 
A sort of economic alliance between France and Germany 
in which the former would be the banker and the latter 
would be the manufacturer and merchant would have 
possibilities of great practical benefits to both countries. 
Even with full political freedom, short of war, Germany 
must languish without France. Lausanne has other 
arguments than guns. 

While Germany in her present confused political 
situation, with merely an interregnum ministry marking 
time, pending the probable capture of control of the 
Reichstag by Nationalistic parties, will not be in a position 
to enter into final commitments at Lausanne, what is done 
* or proposed there may have far-reaching effects upon the 
international policy of the new regime. Hitler will 
probably not come to the top, but if he does it must be 
remembered that he is above all an opportunist and 
Lausanne may provide him with a solid base for rescuing 
Germany from her troubles without resorting to the 
extreme measures which have characterized his propa- 
ganda. 

The German r2presentatives because of their very irre- 
sponsibility may be in an effective position to convince 
the other powers that conditions have become so portent- 
ously critical that it is no longer a question of what may 
be done but what must be done if the worst is not 
to be confronted soon. The Germans will turn eagerly 
from the dead horse of reparations to the world prob- 
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Lausanne—Where the Conference Will Be Held 


ister he said that 
the Polish corridor 
was the crux of the 
whole German im- 
passe, that if that 
could be dis 
posed of in some 
manner satisfactory 
to Germany, there 
would be little dif. 
ficulty in effecting a 
final adjustment of 
reparations. But it 
is a stone wall 
across the path of 
all other agree: 
ments. The argu- 
ments on both the 
Polish and German 
sides are cogent and 
seemingly impossi- 
ble of reconciliation. 
Germany declares 
that it is impossible 
for a great nation to submit long to being torn asunder 
territorially by the interposition of a strip of foreign 
sovereignty. Poland declares that she has a natural right 
of access to the seas. It seems as if there is no court, but 
that of arms that can dispose of such a difference. There 
is imminent danger that irregular warfare may begin at 
any moment, to be followed by a declaration of war 
between Germany and Poland. How such a struggle could 
be localized is beyond conjecture. 

The German representatives will have powerful sub 
terranean if not open international influences working on 
their side. The vast stake that England, the United 
States, Holland, Switzerland and other nations have in 
Germany through the private investments and loans of 
their nationals will press for almost any concessions to 
Germany that will assure the security of their imperilled 
properties. But there is a counter part to this pressure 
in Germany's practical necessities. Private as well as 
public repudiation will not save her. She must, soon 
or late, have further financial help from abroad. Out: 
side of inexorable France there is no hope for such help ex: 
cept in the United States. Our international bankers 
may some day be willing to send more money to rescue 
that which is in jeopardy, but it is not conceivable that 
American investors will supply funds to a country which 
threatens formal repudiation of a public debt and hints 
that unless that debt is disposed of, regularly or irregular 
ly, some billions of private loans will be of doubtful value. 
Even as this is written a correspondent in Berlin cables us 
that propaganda has begun for the reduction of private 
loans from foreign sources. 

It is not impossible that the Germans may consent as @ 
special courtesy to a draft of some sort of solution of the 
reparations puzzle which they will casually promise to men 
tion to the new regime expected in Germany. It has been 
suggested that if served with appetizing sauces of other 

(Please turn to page 252) 
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“If a more equitable basis of exchanging goods is established, as 
ultimately it will be through the automatic regulation which price 
itself forces, trade activity and business prosperity will not be 


dependent upon rising prices.” 


“Tt will be possible to prosper upon stabilized prices or even upon 
declining prices, if the annual rate of decline is sufficiently gradual 
to permit constant business adjustment to it.” 


“That we can have prosperity under such conditions is conclu- 
sively demonstrated by the fact that we often have had it in the 


»” 


past. 


~ Economic Recovery Possible 


Without Major Price Advance 


By LaurENcE STERN 


through the hocus-pocus of manipulating money or 
credit, is almost as old as commerce itself. Many an 
ancient king, hard-pressed to pay his debts, hit upon what 
seemed to him the happy idea of debasing the currency. 
This created the illusion, for a time, of advancing prices, 
although what actually happened was that money went 


Ts effort of mankind to control prices, particularly 


down. The public usually became intensely annoyed. 
Sometimes it deposed the king. In later years one of the 
reforms it clamored for most urgently was divorcement of 
the currency from political influence or power. 

Despite amazing progress in virtually every field of 
knowledge, we are today almost as helpless in pitting our 
will against economic forces as against the lightning or the 
storm. In a hundred years, while wealth, with occasional 
interruptions, has ever increased and standards of living 
have ever moved higher, neither the masses nor the econo- 
mists have learned much of fundamental economic causes. 

One thing is certain. In all history 


United States Department of Labor Statistics. It shows 
three major cycles during this great expanse of time. 
Looming up like mountains are three gigantic price peaks, 
one in the year 1814, one, still higher, in 1865, and the 
third, highest of all, in 1920. 

Each of these peaks was thrown up by a major war, as 
mountain ranges have been thrown up by earthquakes. 
Each of these wars violently disrupted normal economic 
currents. Each called forth currency debasement or arti- 
ficial credit expansion, or both, in order that hostilities 
might be financed. Each was followed by a return to price 
normality along the rough and painful road of deflation. 
Each deflation resurrected the age-old agitation among 
pinched debtors for “cheap money” or controlled prices. 
Each such agitation up to the present time has failed to 
achieve any substantial result. 

Man, however, is ever willing to tilt lances with experi- 
ence and ever reluctant to face disagreeable facts. It 
is almost inconceivable to the realist 
that any intelligent person could ob- 





there is not one scintilla of convincing 
evidence than man possesses the knowl- 
edge or the power to govern the basic 
Price trend to any important extent or 
for any important length of time. 
Whenever an abnormal advance in the 
Price of goods has occurred, corrective 
decline has followed—as inexorable as 
the force of gravity. 

In its extremes the pattern of price 
fluctuation has always been relatively 
simple, as is strikingly shown by the 
chart which accompanies this article. 

e have here 132 years of price his- 
tory, based on data prepared by the 





serve the chart herewith presented and 
then assert seriously that we are going 
to get out of this depression by the 
simple process of lifting prices up to the 
1926 level through such an inherently 
dangerous and unpredictable device as 
currency or credit manipulation. 

But the mass mind easily forgets 
history. Nor can we blame it unduly 
when so many erudite economists dis- 
dain facts for theories and continue 
their industrious and unending pursuit 
of the economic rainbow. 

Many generations ago economists as 
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able as any now living were studying the price movement. 
One of the most eminent, John Stuart Mill, English eco- 
nomist and philosopher, had this to say in discussing the 
quantitative money theorists: 

“Not only has this fixed idea of the currency as the 
prime agent in the fluctuations of price made them shut 
their eyes to the multitude of circumstances which, by in- 
fluencing the expectations of supply, are the true causes 
of almost all speculations and almost all fluctuations of 
price; but in order to bring about the chronological agree- 
ment required by their theory, between the variations of 
bank issues and those of prices, they have played such 
fantastic tricks with facts and dates as would be thought 
incredible.” 

Exactly one hundred years ago, in the year 1832, a 
committee of the House of Commons solemnly pondered 
the puzzle of prices. Before it there appeared as expert 
witness, one Thomas Tooke, who carved out a tiny niche 
in history as the foremost authority of that day on banking 
and finance, as author of a ponderous tome called “History 
of Prices,” and as one of the earliest advocates of free 
trade. 

Said Mr. Tooke: 

“In point of fact, and historically, as far as my researches 


have gone, in every signal instance of a 


liquidated and forgotten. Then men will again build dreams 
on a pyramid of credit and price inflation, and no doubt 
once more forget that the counterpart and unavoidable 
corollary of credit is debt. 


Disregarding Elementals 


Meanwhile, disregarding so elementary a thing as ordi: 
nary human experience, many of us wish to change the 
rules of the game. We think the credit joy-ride should 
be both endless and one-way. If our debts are hard to pay, 
let the Government manufacture more money with which 
to pay them or make the banks pump credit into the mar- 
ket. How can we settle our debts without cheapening money 
to create the illusion of higher prices? Is it fair that we 
must pay back the original amount in the present dishonest 
dollar? * 

So runs the reasoning of the day. In this enlightened 
year of 1932 we find a considerable body of Congressmen 
—supremely confident of their own wisdom—turning their 
facile abilities to the proposal of nostrums which ante- 
date their great-grandfathers. Some advocate a direct cur- 
rency inflation in one guise or another. Even among some 
conservatives there is a reluctant opinion that “some kind 

of inflation may be necessary.” One 





rise or fall of prices, the rise or fall has 
preceded, and therefore could not be 
the effect of, an enlargement or con- 
traction of the bank circulation.” 

Mr. Tooke’s observation as to the 
chronology of price and credit expan- 
sions and contractions holds true to 
this day. If anyone doubts it let him 
explain away the fact that prices had 
no material advance between 1921 and 
1929, despite an enormous expansion 
of bank credit; and the equally rigid 
fact that, with the exception of a 
temporary, emergency expansion in the 





large group knows exactly what should 
be done. Congress should simply order 
the Federal Reserve Board to lift prices 
back to the level of 1926. Thus King 
Canute sat upon the beach and ordered 
the ocean to recede. 

But delusion is not confined to Con- 
gress. Not a few of our academic 
economists are lustily adding their 
voices to the inflationary chorus on the 
certainly unproven, if not obviously 
specious, plea that business can recover 
only with the prop of higher prices. 

What is one, with or without a 








final panic week of October, 1929, bank 
credit reached its maximum in the au- 
tumn of 1930 after prices of goods, securities and real estate 
had been on the toboggan for more than a full year. ” 
There is available in this country today sufficient money, 
both in currency and idle bank credit, to finance the wildest 
kind of a boom. What we lack is a boom to finance. We 
are not likely to have one until the last one has been 
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college education, to think of the cur- 
rent statement of the Department of 
Economics of the University of Chicago advocating a vigor’ 
ous inflation? It urges heavy government expenditures, 
particularly for unemployment relief and for public and 
semi-public improvements. The money is to be obtained 
by selling Government bonds direct to the Federal Reserve 
Banks. Why pause to consider that central bank finance’ 
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ing of governmental deficits has always proved disastrous? 

Inflation in all of its aspects has been expertly discussed 
in a previous recent article in this publication. Another 
article has dealt with the dangers involved in a Govern- 
ment-financed public works remedy at a time when govern- 
mental expenditures already are absorbing fully 30 per cent 
of the national income. 

These subjects need not be further expanded. Our con- 
cern here is with the trend of prices, current and prospec- 
tive. Insofar as this may be affected by inflation, suffice 
it to point out that in the last decade various nations have 
at one time or another practiced inflation of currency. The 
results have varied, depending upon the degree of inflation 
resorted to. In every case a varying degree of debt has 
been extinguished, leaving winners and losers to debate 
as to whether the national interest had 


erated industrialization of the world caused by the war; 
the hampering of world economic co-operation by a wave 
of nationalism; the dislocation of pre-war frontiers, the 
financial dislocation resulting from heavy war debts, pen- 
sions and international financial obligations imposed by the 
peace treaties; and, finally, the expansion of fixed charges 
resulting from the service on sinking fund and interest on 
extensive new investments which in nearly all countries can 
only be fully utilized during periods of prosperity, the ex- 
penditures on social service, such as unemployment relief, 
and, in all countries, from high taxation. 

The workings of many of these secular causes of low 
prices, notably technical progress in expanding the facilities 
of production, expansion of fixed charges on top-heavy 
capital obligations, international trade barriers and high 

taxation, are so plainly apparent in our 





really been served. 

In each case depreciated money built 
its temporary illusion of rising prices, 
always confined within national bound- 
aries. But world prices, figured in gold 
and made by the exchange of goods, 
continued the basic decline from the 
1920 peak. It may be that the in- 
terlude of relative stability between 
1921 and 1929 was partly influenced 
by currency inflations abroad and 
credit inflation here, but there is more 
reason to believe that it originated 
merely in the initial post-war replace- 





present price situation as to need little 
further discussion. 

The cyclical factors dictating a de- 
cline in prices are generally familiar to 
every economic observer. In its sum- 
mary of them, made late in 1930, the 
Dernburg report made the following, 
thus far accurate, forecast: 

“The mechanism of the crisis pre- 
sents itself as follows: shrinkage of 
capital accumulation, decreased returns 
of industry, fall in the value of securi- 
ties, a credit and confidence crisis, lack 
of the spirit of enterprise, shrinkage 








ment demand for goods and was pro- 
tracted beyond this point by an over- 
dose of credit and as ill-founded a speculative boom as the 
world has ever indulged in. At any rate, it will be ob- 
served from the accompanying chart that such interludes of 
price stability or temporary price appreciation have marked 
each of the two preceding post-war deflations of the last 
century and a quarter, without possessing any significance 
whatever as to the basic and underlying trend. 

The quantitative money theory is sound, of course, to 
the extent that the finding of important new supplies of 
gold would, as throughout the past, have a strong tendency 
to raise prices. Gold is the only money in which the pres- 
ent inhabitants of the earth have unlimited confidence. A 
tise of prices brought about from this cause would be 
accepted with confidence, but no such confidence under 
existing conditions of fear can attach to an artificial ex- 
pansion of money by the device of basing more money or 
credit on existing gold supplies. 


Little Hope For New Gold Supplies 


In view of the intensive, exhaustively scientific search 
which the world has made for gold, there is little reason to 
assume that the opening up of new supplies will solve our 
price problem. Moreover, we have no evidence to show 
that even gold itself can entirely dominate the price move- 
ment. It is obvious that a single commodity can be affected 
by any number of factors other than money or credit. The 
general commodity movement is merely the sum total, or 
average, of individual commodity changes and presents the 
utmost variety of cross-currents. 

_ An admirable summary of the underlying causes affect- 
ing the price level was presented to the last meeting of 
the International Chamber of Commerce at Washington 
y Dr. Bernhard Dernburg, former Finance Minister of 
Germany. The Dernburg report points to a number of 
secular factors. These include nl tar progress in pro- 


uction of raw materials and, particularly, of agricultural 
Products; changes in food consumption habits; the accel- 
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of all production goods, as well as con- 
sumption goods. 

“The solution of this crisis may be as follows: As a re 
sult of the foregoing, there will be a depression almost 
to a minimum level, thus a lowering of the standard of 
living, a sinking of the returns of production, stagnation 
of demand, selling of stocks at any price, leading to an 
increase of the available money supplies and the necessity 
for the restoration of the mechanism of production and 
the reforming of stocks. 

“Hence, an initial resumption of economic activities with 
a corresponding increase in world prices to the extent to 
which this cyclic process is not hampered, weakened or 
delayed by the other secular factors already mentioned.” 

The implications of the natural adjustments brought 
about by cyclical price factors are favorable. That is, 
if the secular or long-term causes making for lower prices 
are not too powerful, the retrenchment and saving in- 
duced in acute depression result ultimately in an accumu- 
lation of demand for goods and an accumulation of capital. 

The effect of this is a renewal of economic activity and 
a renewed utilization of the abundant credit which is avail- 
able. What we have failed heretofore to learn about the 
prosperity cycle is that credit must at all times justify and 
support itself in terms of earned dollars. Credit con- 
fidence can be maintained only as long as credit debts are 
met with earned dollars. In 1929 we committed ourselves 
too heavily on borrowed dollars. The investments and 
speculations which we made to excess on credit simply 
failed to earn their keep. 

By and large, the major demand for credit now is not the 
confident demand of expansion but the cry for help, the 
demand for assistance in meeting old debts. On the whole, 
old debts will not be satisfied by new ones. No wise busi- 
ness man will borrow and no wise banker will lend to 
build a new factory under conditions which promise no 
profit with which to repay the loan. 

Despite the present pessimism, which is merely the couti- 
terpart of that which has invariably prevailed in the late 
(Please turn to page 251) 


207 





Platforms and Candidates— 
What They Mean to Business 


Leaders Discuss the Influences and Effects 


of the Policies of the Dominant Parties 





The Republican Viewpoint 


By Smeon D. Fess 


Chairman of the Republican National Committee and 
U. S. Senator from Ohio 


tions the attention of the country is 

once more centered on the Presi- 
dential elections. The ether as well as 
the press is filled with prophecy and 
prediction. Oratory increases in volume 
and partisanship becomes more intense. 
Party loyalty and emotional bias add to 
the difficulty of accurately outlining the 
campaign and its probable results. 
However, the fundamentals of politics are 
constant and it is possible by studying 
them and evaluating the known factors to 
analyze the campaign in advance with a 
reasonable certainty that the conclusions 
thereby attained will be borne out when 
the American electorate goes to the polls 
next November. 

As elections approach it is customary ‘ 
for Republicans to predict that their 
candidate will be victorious while the 
Democrats point to a Democratic victory 
frequently for no other reason, on either 
side, than pure partisanship. Such loyalty 
is perhaps commendable and it may have a psychological 
effect in inspiring confidence in the rank and file but it 
has no place in an analysis of the forces which in the end 
bring success to one candidate or the other. 

There are always unexpected developments and incidents 
sometimes of major, sometimes of minor, importance which 
occur in the closing weeks of the campaign. These cannot 
be anticipated nor their effect gauged. However, working 
with known conditions, existing alignment and _ historical 
records, the advance analyses become practical predictions 
capable of foretelling the future as nearly as it is humanly 
possible. 

Some people feel that the Republican National Conven- 
tion lacks significance because there are already sufficient 
delegates pledged to the President to make certain his nomi- 
nation. It is quite true that the Democratic Convention 
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O* the eve of the National Conven- 


President Hoover 


has greater potentiality of being exciting. 
The vital importance of the Republican 
Convention can not be over-estimated. 
All but two of the men elected to the 
Presidency since 1860 have been Republi- 
cans. In all but sixteen years since that 
date the affairs of this Nation have been 
conducted upon Republican principles, 
administered by Presidents elected to 
carry out Republican policies. It may be 
truly said that all of the great construc- 
tive statutes on our legislative books were 
first written as pledges in Republican plat 
forms, and in many cases opposed by 
Democratic orators in the campaign. 
With such a record and particularly in 
times like the present when constructive 
leadership in the administration of public 
affairs is intensified the action to be taken 
June 14 to 17 at the twentieth quadren- 
nial assemblage of the Republican Party 
in National Convention is of great impor: 
tance to every American. 

The Convention will state the issues 
upon which the appeal will be made to the voter. On 
some phases of the conduct of public affairs there will be 
little difference between the parties. On others a sharp 
divergence of opinion is bound to be revealed where one 
will affirm and the other denounce. Any review of previ 
ous platforms will disclose the positive note of the Republi- 
can Party, and the negative note of the Democratic. This 
review will also demonstrate that Republican policies while 
progressing with the times, have not departed from the 
fundamental principles which animated the birth of the 
party. No such situation exists within the Democratic 
Party. Any review of the record will show Mr 
Democracy’s path is strewn with forgotten issues, principtes 
that were held sacred as paramount issues in one campaign 
and heretical in the next. This record discloses enthusiastic 
advocacy of policies by leaders of yesterday which leaders 
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ot today fail to recognize and leaders of tomorrow will 
denounce. 

For these reasons it is much easier to outline Republican 
platforms than Democratic. Assurediy, however, there will 
le declaration of a difference on the tariff. The Democratic 
stand on this subject from year to year is modified. The 
Republican stand is what it has always been—protection for 
the American market, for the American farmer, industrial- 
st and worker. Notwithstanding the fact that the keynoter 
of the Democratic Convention is an active and effective 
protagonist of a coal tariff inserted in the tax bill that 
convention will undoubtedly go on record as opposed to 
the principle of protection. Democrats begging particular 
protection for their own localities denounce general pro- 
tection for the people at large. 

This question of tariff will be an issue upon which the 
Democratic platform will lay great stress and the Demo- 
cratic orator will grow eloquent in spite of the fact that 
it is as evident to them as it is to us that their anti-protec- 
tion position is not only extremely difficult but embar- 
rassingly untenable considering the part played by Demo- 
cratic members of Congress in tariff legislation in recent 
years, and especially in the Smoot-Hawley law which they 
now so vigorously assail, to say nothing about coal, copper, 
ail and lumber. 

The dominating issue of the campaign will be the Hoover 
Administration. The accomplishments of the President in 
times of great emergency will be the theme of the Republi- 
cans. What someone else might have done will be the 
slogan of the Democrats. The leadership of President 


Hoover on the one hand, and the qualifications of any 
Democratic leader to do as well on the other will be argued 
fm the Atlantic to the Pacific and from Canada to the 
Gulf. This field of political discussion will loom so large 
that all other issues compared to this will be dwarfed into 


insignificance. The Democrats realizing their only hope 
lies in the depression will contend as they have charged 
from the beginning of our economic reverses that the Presi- 
dent, if not directly responsible for the economic break- 
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down, has at least failed to embrace his opportunities as 
Chief Executive to restore normal conditions. They will 
be called upon not only to specify wherein the President's 
program which they supported failed, but in addition they 
must place before the country their own program for re- 
construction—a task in which they have been peculiarly 
unsuccessful to this date. 

The Republican Party will present the factual record of 
President Hoover and his efforts to meet an unprecedented 
economic disaster comparable in scope and in effect to the 
Great War. 

Beyond and above the usual duties of the President of 
the United States, President Hoover’s first problem was to 
stabilize and preserve organized society facing a Labor 
and Capital war. His second problem was to insure the 
integrity of our governmental institutions. His third prob- 
lem was to preserve a national credit system to avoid gen- 
eral bankruptcy of our financial and industrial structure. 

In my opinion no one can review that record without 
becoming convinced that America is extremely fortunate to 
have had Herbert Hoover in tl.e White House during this 
critical period. The plans he has inaugurated, the policies 
he has announced and pursued, the recommendations he has 
made to Congress and the cv-operation he has obtained 
from all branches of civil life formulate a program unique 
in political history. Most assurediy it has no Democratic 
counterpart. If one considers Mr. Hoover's efforts toward 
ameliorating the depression and subsequently studies the 
proposals directed at the same end by various Democratic 
leaders the contrast is so striking that it seems inconceivable 
that the people of the Nation could turn from the construc: 
tive leadership of Hoover to the confusion, if not chaos, 
which stamps the Democratic program. 

It is elementary strategy on the part of our Democratic 
Opponents to count heavily upon discontent and foster it 
wherever possible. They do not overlook the element of 
unrest as a partisan asset and neither do they hesitate to 
feed: that discontent. These tactics have been consistently 
followed under the direction of the Democratic National 


In June, 1884—Republican National Convention in Exposition Building, Chicago 
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Headquarters since 1929 when the campaign to “Smear dent Hoover. At this critical juncture the nation seeks a Re 
Hoover” was ordered. Party orators have told the people man who is unequivocally a leader and one whose past per. K 
of the country in effect: “Business is bad. You are out of | formance gives proof of great ability. Of the available Pre 
a job. You are in a Hoover Crisis. Hoover is to blame.” | Democratic candidates for nomination none has such a clear. ‘* 
For some time Democracy’s directorate achieved re- cut record. 4 
sults by this method but after a while as the true economic The lost issues and the economic nostrums which, once ; 
conditions of this country and the world became increasing- sponsored, are now like tin cans on the tail of the Demo . 
ly better known the electorate began to ask itself if the | cratic donkey dim the luster of many a potential nominee. i 
President had not done an extremely good job under the Of these it is sufficient to mention the League of Nations hi ; 
circumstances. And from this query it was natural to and unsound monetary schemes, under one guise or another, dd 
proceed to another, “What does Democracy offer?” still advocated by many Democrats in and out of public life. Sm 
In a way this has been answered by the House of Rep- Whoever opposes Herbert Hoover in the campaign must * 
resentatives under Democratic leadership. And that answer contend against the following handicaps: nd 
has been chaos fraught with disaster. In rapid succession 1. A normal Republican majority of five millions of = 
the Democratic House has abolished its own leadership, torn _votes. yf 
to bits its own remedial legislation and presented such an 2. The reluctance of a large part of our population to come 
awsome picture of wild incompetence that the whole nation _ place in power a man whose ability has never been tested vm 
has turned to the President for rescue. in the fires of national and international complications. me 
It is hazardous and of little value at this short range to 3. A natural distrust of the party which has unceasingly ge 
comment on the potential nominee of the Democratic Party. offered criticism without providing a constructive program . 
Previous Democratic conventions should be of sufficient — that would bear intelligent scrutiny. gs 
warning to prophets that anything may happen no matter 4. An unwillingness on the part of business men, bank- i 
how certain the outcome may seem on the eve of nomina- ers, industrial leaders and the millions of citizens in a 
tion. Considering the leading contenders one is reminded moderate circumstances whose funds are invested in the ne 
of the super-optimism, now somewhat diminished, which | American commercial fabric to permit Democratic tariff ik. 
was embraced as a campaign slogan by certain individuals to | experimentation. th é 
declare a year or so ago that any Democrat could beat 5. The growing realization on the part of the American the 
Hoover. The axiom, “You cannot beat someone with no people that the man who has so unsparingly given of his be 
one,” still holds good. While depression is the one hope of great energy and ability in the interest of the nation is in- a 
Democratic success, it is the one thing which will emphasize _ finitely better qualified than anyone else to complete the . 7 
to the voter the country’s good fortune in having in charge — work which he has inaugurated and that our welfare as in- peal 
at such a time a man of the experience and power of Presi- _—_ dividuals and as citizens will be furthered by his re-election. sible 
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Democratic Convention at Chicago is the con- in question and whose political views are not a matter cana 

trast between that and the Republican gathering of speculation.” a 
that precedes it in the same arena two weeks earlier. On the other hand, the Democratic Convention meets § * 

The Republican Convention presents the spectacle of | on June 27 and even at so proximate a date as this pub & f. 

a body of men forced by fortune and circumstance to re- lication no man knows who will be its nominee. A dozen otis ° 
nominate the President of the United States, an unwel- eminent Democrats will be placed in nomination, each of e ddi 
come candidate. The voters themselves are not repre’ whom has his supporters and opposers among the delegates The 
sented by the delegates in any comprehensive sense. The These delegates, instructed by primary or convention for die < 
latter do not even mirror the personal sentiments of the a particular man, or coming uninstructed to exercise their reo 
politicians who selected them. They are automatons, own judgment, will proceed with the selection of what’ iain 
supposed to go through certain motions directed by party ever candidate is the choice of 770 of the 1,154 members mealle 
necessity. Many of the delegates, including Senator Dick- of the Convention. In these circumstances the Demo sloym, 
inson, who has been selected as the temporary chairman cratic nominee is bound to be the man whom a majority Dtivate 
and whose function it is to make the keynote speech ex- of his party wish to see in that office. The Democratic 
alting Herbert Hoover, are on record in public addresses | Convention will be driven neither by party necessity nef every 
as having the most uncomplimentary views as to the party precedent as is the Republican Convention, which extend 
President's fitness for the post he has occupied for three must take its candidate because he has already served on? 
years, in which he hopes to continue for four years more. term and to displace him would be a confession that - 
Even the Chairman of the Republican National Com- administration has been a failure. Obviously as ‘ 
mittee, who handled the machinery for the automatic Republican party's claim on the suffrage of the people 
renomination of Mr. Hoover, stated on one occasion, in | must be the record they have made; they have no alter 
deprecation of his present candidate, that the Republican _ native. 


210 THE MAGAZINE OF WALL STREET 





The situation as to the platform is analogous. The 


Treasury after a dozen years of Republican control of our 


eks a Republican declaration of principles must be framed to fiscal affairs. It would seem to be axiomatic that if the 
for endorse the policies and applaud the performance of a World War were responsible for our unbalanced budget 
lable President who, unless I entirely misread public opinion, and the other unhappy incidents of this panic time it must 
clear. is more unsatisfactory than any man who has occupied _ have been equally responsible for the flush years that pre- 

that high office in at least the modern history of our ceded the great stock market crash of October and 
~~ country. The Republican platform will have been checked | November, 1929. Yet we have not only assurance 
emer by him, and no one of its provisions can by any pos- that Republican administrations had liquidated all the 
— sibility be inserted without great problems of the great 
— his co-operation and con- war ten years ago but we 


other, sent. It must applaud the have Mr. Hoover’s own 
life. Smoot-Hawley tariff bill, statement in his report as 
— regardless of the disaster Secretary of Commerce for 
that measure has visited 1927 that “the idea that 
ns of upon the business of this our present high prosperity 
| country because of the is a result of the World 
pins retaliatory rates it en- War is wholly without 
tested gendered, which have foundation.” 
2 ruined our export business As to the Democratic 
eo as its own extortions de- program, no individual will 
ae stroyed our import trade. write that or dictate its 
The melin Repub- Franklin D. Alfred E. Newton D. provisions. It will, I hope, 
bank: lian prohibition declara- Roosevelt Smith Baker be a forthright and concise 
i tion has been the subject of statement of the aims and 
n the repeated conferences desires of the party and 
tari between the President and the processes by which to 
, the Republican leaders of strive for their fulfillment. 
yc the populous states who As there exists no authority 
of hi have told him that unless in the party out of power 
~— concession is made to the to lay down the law of that 
te the wet sentiment of those party, any survey of its 
wid states his election is impos- contents at this moment 
-ction. 


sible. Up to the time that 
this article is prepared it 
does not appear that any- 
body has been able to solve 
the riddle of the President’s 
state of mind on this vital 
subject. The best opinion 
I have been able to gather is that he will permit 
the Convention to make some approach to agree- 
ing to a resubmission of Federal prohibition to 
the people, while abstaining from any revelation 
of his own views in the efforts to hold on to dry 
votes. But whatever that plank is, it will bear 
his O. K. 

Even the Farm Board—that most stupendous 
example of extravagance and ineptness in a 
political gesture—must be applauded, or at least 
condoned, for the Farm Board was Mr. Hoover's 
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necessarily must be merely 
an expression of personal 
opinion. 

Our platform will, I 
think, call attention to the 
errors and blunders which 
the other party has 
to proclaim as the acme of governmental efficiency 
and wise judgment. The Smoot-Hawley tariff 
bill, which has played so great a part in sharpen- 
ing the pangs of the panic period not only by the 
disaster it has brought upon our foreign trade 
but because of the additional load it sought to lay 
on the shoulders of the people already bent under 
the burdens of an economic and industrial cata- 
clysm, should be adequately analyzed and char- 
acterized. 

The prohibition question will, in my opinion, 


John N. 


Garner 


be dealt with plainly and courageously. It is impossible to 
write that plank in advance because of the wide diversity of 
opinion within our own ranks. There is, however, no such 
extended diversity on the question of permitting a refer- 
endum of the whole people on this subject, to the end that 
the moot question of what the nation desires may be an- 
swered. As there is only one form of referendum possible 
under the Constitution—the submission of an amendment 
to the Constitution—that will be the method by which the 
consensus of the public mind must be arrived at. Drys 
as well as Wets will be found advocating this procedure, 
for there is nothing in it which precludes a legislator firmly 
committed and convinced either that national prohibition 
should be continued or that it should be repealed from ad- 
vocating and voting for the submission of an amendment 
of the character indicated. 

As to the measures requisite to get our ten million un- 
employed back to work and to start the wheels of industry 
revolving again at normal speed it seems to me to be 

(Please turn to page 250) 


own creation and the half billion dollars, or so much of it 
as has been wasted in gambling on the grain exchanges in 
the futile and disingenuous effort to keep up agricultural 
prices by rigging the market, was in the bill by his authority 
and direction. 

The dilatory and half-hearted policies he adopted to 
meet the depression will have to be handled with reference 
to whatever his position may happen to be when the Con- 
Yention meets. At the beginning of the panic, it will be 
recalled, his main idea was that enterprises creating em- 
ployment should be carried out at any cost, whether 
Private or public in their character. During recent weeks 
he has swung so far away from this policy as to denounce 
‘very measure proposed in Congress which called for an 
extended construction of public building programs. What 
will be his attitude by June 14 no man can foretell. 
the ” Republican platform doubtless will emphasize that 
Pat €pression is due to the aftermath of the World War, 
j inno other way can there be even an attemy:t to escape 
‘sponsibility for the three-billion-dollar deficit of the 
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Electrification of Railroads Has, Besides Long-term Operating Economies, 


Present Value in Affording Work 


Public Money for Private Ex- 
pansion 


The Reconstruction Finance 
Corporation evidently believes that 
its proper function is not only to 
help embarrassed railroads meet 
their fixed charges and bond maturities but, out of the public 
funds under its command, to aid companies in capital ex- 
pansion where it appears justified. The wisdom of such 
a policy, obviously, is debatable but each case will have 
to be judged upon its own merits. The real question is 
whether the improvements thus financed will eventually 
pay for themselves. Perhaps the most notable example 
is the loan of $27,500,000 recently granted to the Penn- 
sylvania Railroad, the proceeds to be used largely in that 
company’s vast program of electrification of its lines be- 
tween New York and Philadelphia. The cause is at least 
a worthy one, particularly in view of the employment it 
will afford. 

The recent proposal of President Hoover that the capi- 
tal of the Reconstruction Corporation be increased by 1/4 
billions of dollars represents a significant extension of the 
original remedial program. 
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adopted by Congress the emphasis will 






































































i io i be placed upon constructive, rather th 
than purely defensive, credit opera- ch 
tions. Opportunities unquestionably th 
exist both for public and private under. j 
takings of self-liquidating nature. The Ye 
appraisal of those opportunities will be pr 
a supreme test of the business judg- pr 
ment of the Reconstruction Corpora- wi 
tion. co 

—_—- ge 
to 
Get Your Pocketbook Ready! evi 
t10 
Instead of reading about the new wil 
Federal tax bill in the newspapers, the po 
public will very soon come into personal ma 
contact with it. Various of the new div 
taxes, including a variety of “nuisance” me 
taxes, will take effect within fifteen tax 
days after President Hoover signs the pec 
bill. The first-class postal rate increase hoc 
takes effect thirty days after the bill 
becomes law and the increase in sec- 
ond class rates takes effect July 1. The nm 
increased income and corporation taxes 
apply to the year 1932 and will not be I 
paid until 1933. All of the excise taxes 90-¢ 
and the import taxes on coal, oil, lum sam 
ber and copper become effective within affo 
fifteen days. While the increased in- boni 
come taxes will be hardest to pay, taxes railt 
which the average citizen will first en- The 
counter include: Higher postage, be- the 
ginning at 3 cents; a 5 per cent tax the 
on radios, phonographs and mechanical on ; 
refrigerators; 10 per cent on cosmetics, com 
jewelry, sporting goods, cameras, fire long 
arms and furs; 3 per cent on all new ridic 
automobiles purchased; 2 per cent on othe 
automobile accessories; 4 cents a gallon road 
on lubricating oil; 1 cent a gallon on will 
gasoline; and 2 per cent on candy, pass 
chewing gum and soft drinks. Other of cr 
h | lo 
taxes include 10 per cent on all admission tickets over are ca 
40 cents; 10 to 20 cents on telephone messages over 0 on st 
cents; 5 per cent on telegrams; 10 cents on cablegrams; ¢ safety 
cents on all bank checks; and 10 per cent on safety de made 
posit box charges. Finally, there is to be a 3 per cent tax safety 
on electric power consumption. brethr 
° Pro j 
The Heaviest of Sales Taxes P 
Despite the fears which politicians obviously entertain ; We 
as to the distaste of the voter for sales taxes, the fact 18 | " 
that the average American is steadily being educated 4 i . 4 
meet the most direct of all taxes without apparent ry - ( 
plaint. His teacher is the tax on gasoline sags ps c ign 
virtually all states and now to be imposed also by an 0 
If the President's plan is Federal Government. These taxes originated in 1919 am ay 
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proved so productive that they quickly spread throughout 
the country. Moreover, when it was found that motorists 
cheerfully paid 1 or 2 cents tax, state after state boosted 
the rate until gasoline taxes in some states now amount to 
§ cents or even 7 cents per gallon. In the State of New 
York the rate is 3 cents and the Federal tax of 1 cent now 
proposed will make a total of 4 cents. With the retail 
price of standard gasoline in this state 12 cents, the tax 
will amount to 33 per cent of the price of the product. In 
contrast with this, Congress has turned down a 2 per cent 
general manufacturers’ sales tax. The gasoline taxes paid 
to states in 1931 amounted to $536,397,458, the highest 
ever. With increased rates in many states and the addi- 
tion of the Federal tax the imposition this year probably 
will exceed $700,000,000. Gasoline taxes were first im- 
posed with the purpose of supporting road building and 
maintenance. The tendency in recent years has been to 
divert a larger and larger sum, however, to general govern- 
ment purposes. It would seem that this particular golden 
tax goose has produced about all the eggs that can be ex- 
pected. Any higher taxes can scarcely fail to encourage 
bootleg gasoline and widespread tax evasion. 


Inconsistent Yields 


It was only the other day that the Treasury floated a 
90-day issue of certificates on a .27% basis, while at the 
same time long-term Government bonds can be bought to 
afford a yield close to 4%. Gilt-edged public utility 
bonds still yield little better than 5%, but underlying 
railroad bonds will return as much as 8% or 9%. 
These yields are not consistent and merely go to show 
the abnormalcy of the times in which we live. If 
the United States Government could borrow short money 
on a sound basis around 14%, then long money should 
command barely 2%. The converse is also true, with 
long money around 4%, then Y%4% for short money is 
ridiculously low. There is the same inconsistency in the 
other example. If there should be an epidemic of rail- 
toad receiverships so disatrous that first mortgage bonds 
will be affected, then the country’s public utilities will not 
pass through such a time without at least some impairment 
of credit standing. Can it be that these yield curiosities 


Think About 


are caused by a hysteria which puts a tremendous premium 
on supposed 100% safety and will not purchase 90% 
safety at any price? If it is, there will be a lot of money 
made ultimately by men who purchase diversified 90% 
eit and leave the 100% division to their over-frightened 
rethren. 


Propitiating the Eclipse 


_ We have been and are economically sick. Instead of tak- 
ing the scientific cure we have acted just like a swarm of 
naked savages terrified by an eclipse. We have whipped 
our idols for failing us and have made sacrifices to please the 
malignant gods. We have blamed the. White House and the 
“apitol, we have flouted economic law and soaked the rich, 
We have made oppressive laws instead of work. We have 
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prayed and cursed. We have even talked of dethroning 
the high god of capitalism, to whom we attributed all our 
blessings of yester years. We have hoarded his favors 
when we should have spent them, we have fasted when we 
ought to have been working. We have tom-tommed our- 
selves from sick to sicker. We have danced before the 
Federal Reserve when we should have been exercising our 
brains and renewing our courage. And when the eclipse 
is over we wil! zejoice that we knew what to do about 
eclipses. 


France Makes a Gesture 


France has increased its quotas of certain American 
goods, and the preliminaries are being arranged for the 
negotiation of a general trade treaty between France and 
America. This episode shows that after all scarcely any 
nation will undertake to alienate the United States. France 
is in a better position to defy the eagle than any other 
nation, and went far in that direction. But now she begins 
to cultivate us. After all what do our high tariffs mean 
to her luxury exports? The goods our people buy from 
France are of the sort that they will buy at almost any 
price when they are prosperous and that they will not en- 
tirely dispense with when they are hard up. The tariff 
has little to do with this sort of trade. And there is a lot 
of sentiment mixed up with our patronage of French prod- 
ucts. The normally largest item of our imports is repre- 
sented by what our tourists spend in France. They prefer 
to part with their foreign travel budgets in that fascinating 
land. The French usually figure a bit too close, but it is 
dawning on them that when American pleasure money is 
plentiful again it will be well for France not to be in dis- 
favor with our importers or our tourists. 


Low Ebb In Dividends 


In the early phases of this depression, and particularly 
during the forepart of 1930, most corporations leaned far 
toward the side of generosity in paying dividends. Various 
companies made the gesture of paying extra dividends and 
the majority maintained regular 
payments for many months after 
depression had become acute. In 
part, this policy was based on the 
mistaken judgment that the de- 
pression would be short-lived; in 
part, on the desire to help main- 
tain public confidence. There is 
little doubt now that some com- 
panies were imprudent in their payments and that, in various 
instances it would have been far better, both for company 
and stockholders, to conserve cash resources. It is a striking 
fact that as we slide deeper into depression more and more 
companies are not only adopting a conservative dividend 
policy but are going to extremes of conservatism that many 
stockholders will find difficult to explain on the basis of 
the visible factors. Thus, General Electric, whose financial 
position is made almost impregnable by its holdings of 
approximately $115,000,000 in cash, has reduced its quar- 
terly dividend from 25 cents to 10 cents. Earnings for 
the first quarter were 16 cents a share, or 60 per cent above 
the new dividend rate. As a general rule, over-conserva- 
tive dividends are preferable to over-generous ones. Never- 
theless, one may well wonder whether many companies in 
their zeal to guard against contingencies are not now giving 
fear too free a rein. 
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Need Recapitalizations 
Be Feared? 


Readjustment of Corporate Structures Frequently Reduces 
Drain on Income and Enables Revised Organization 
to Make Fresh Start—But What About the Investor? 


By Joun D. C. WELpon 








age investor or speculator 

focused very largely upon the 
unfavorable trend of corporate 
earnings and dividends. The 
fear of 1932 goes beyond the loss 
of income and depreciation of 
market values. In a great many 
instances investors are asking, 
“Will this company pass com- 
pletely out of the picture? Will 
it go into the hands of a receiver? 
Will I lose every nickel I put 
into it?” 

These are questions which 
have always arisen in the late 
phases of every major depression 
and the doubts which they reflect 


[: 1931 the fear of the aver- 


ments. 


In many instances prevailing security 
prices, particularly among junior bonds, 
reflect uninformed fear of receiverships, 
reorganizations or other capital adjust- 
Many such adjustments will not 
affect real investment values. 
prospective loss has been more than ade- 
quately discounted in existing quotations. 
In all, careful analysis should be under- 
taken to avoid needless sacrifice of hold- 
ings at distress prices. 


= holder has awakened to its pos 
sible imminence his holdings have 
already lost the greater part of 
their market value and disposal 
of them at distress prices is at 
least open to question. 

In such a situation many unin- 
formed investors invariably throw 
in the sponge and abandon all 
hope. Their frightened selling, 
which accelerates the forced clos- 
ing out of bank loans, is partly 
responsible for the establishment 
of prices too low to be justified 
even by receivership. That is 
why in certain cases first mort 
gage bonds, for example, have 
been known to advance in re 


In others 





ceivership after having previously 





concerning the condition of vari- 
ous corporations will inevitably 
become more prominent in coming months. Corporate re- 
ceiverships, reorganizations and capital revisions are an 
aftermath of deflation and of the changed level of values 
of producing assets. They tend to lag well behind in the 
declining trend of business activity and profits. 


True Values Yet it is a striking fact, as the history 
of past depressions shows, that these 
Not Destr oy ed adjustments of capitalization do not 
in themselves destroy any real values. 
They merely recognize a decline of value which has pre- 
viously been established by the free play of economic forces 
and which, perhaps in a majority of instances, has already 
been discounted—if not over-discounted—by prevailing 
market quotations on the securities involved. 

Thus, if a company has any economic reason for ex- 
istence, receivership or reorganization is not the end of its 
career but a fresh start, with the obstacle of top-heavy 
capitalization remcved. Of course, if one could look far 
ahead and see the probability of such adjustment, it could 
not by any stretch of the imagination be considered as 
favorable with respect to security values. It would be the 
part of wisdom for the investor to sell out his holdings. 

But in practice receivership does not cast its shadow very 
far ahead and by the time the average stockholder or bond- 
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been forced down to unwarranted 
low prices on the prospect of it. 


In the current situation there is no 
mystery. In a period of general 
deflation, adjustments of capitali 
zation are simply the aftermath of 
over-expansion on the part of various companies during the 
preceding boom. As with individuals, old obligations must 
be met or adjusted before a new start can be made. 

There is no reason to believe this depression will vary 
materially in such respect from all others. Short of a 
temporary monetary inflation, there appears to be no pros 
pect that prices can be substantially raised. The com 
modity level of 1921-1929 is now generally recognized as 
having been a level of inflation and all price history sug 
gests that a generally low level will now be maintaine 
for some years to come. It is this probability that calls for 
an adjustment of such unpayable obligations as were con’ 
tracted at the inflationary level. 

Security prices, particularly in the case of bonds, have 
gone far toward facing the realities, and yet there has been 
a notable reluctance to give them public recognition. The 
human instinct, encouraged by mistaken policies on the part 
of our political leaders, has been to resist, oppose and delay 
adjustment to the changed value level. An effort, for ex 
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Aftermath of 
Over-Ex pansion 








ample 
resort 
open 
of vie 
revisi 
a rela 
sible 
The | 
rather 
set th 
or lat 
vival ; 


May 
Stoci 


of all 
stance: 
are va 
began 
decisio 
vestme 
variety 
Whi 
stock ¢ 
deprec: 
fears, 
in the | 
or upc 
arrive | 
long-te: 
panies 
cheap ¢ 
meanw 
As a 
bonds « 
and ty, 
probab! 
reorgan 
scaled « 
The 
consolic 
in varic 
equipm 
000 of | 
amount, 
NBS ave 
three ti 
In th 
mately 
pondin, 
that th 
through 
well} 
availabl 
approxir 
000,000 
than tw 
Tequired 
terest or 
issues, Y 
Slidated 
ly sell a 
mally kc 
54, 
_ And - 
Junior by 


for JUN 








: no 
eral 
tali- 
1 of 
the 
nust 


vary 
yf a 
yr OS’ 
om 
d as 
sug’ 
ined 
; for 
con’ 


have 
been 
The 
part 
lelay 
rex’ 















ample, has been made to stave off railroad receivership by 
resort to the public credit. The merit of this program is 
open to honest differences of opinion, but, from the point 
of view of the investor, the plain fact is that numerous 
revisions of capitalization will be inevitable unless there is 
a relatively early revival of business. Moreover, the pos- 
sible abandonment of artificial aid is not the only question. 
The best-managed companies prefer to save themselves, 
rather than to incur additional debt. Many have already 
st their capital structures in order and others will sooner 
or later see the desirability of so doing, both to insure sur- 
vival and to make the recovery of earning power easier. 


In some cases of receivership and re- 
organization, common or preferred 
stocks or both may be wiped out, but 
not even this necessarily means a loss 
of all value, for such equities will be exchanged in most in- 
stances for others, with or without cash assessment. There 
are various examples of excellent investment stocks which 
began their career with an assessment, although, obviously, 
decision as to the wisdom of adding to one’s original in- 
vestment in the hope of recouping must be subject to a 
variety of individual considerations. 

Whatever uncertainties reorganization may hold for 
stock owners, it appears clear that a majority of holders of 
depreciated bonds have given too great rein to unjustified 
fears. It is not proposed here to attempt to guess bottom 
in the bond market. No estimate can be put upon hysteria 
or upon forced liquidation. It is possible, however, to 
ative at some rational approximation of a bond’s intrinsic 
longterm value. Many bonds, including some of com- 
panies which conceivably may have to be reorganized, are 
cheap on this basis, even though unintelligent selling may 
meanwhile force them still lower. 

As an example of fear run wild, current quotations of 
bonds of the Erie Railroad may be cited as representative 
and typical. Let us suppose, although it is by no means 
probable, that this road will go through receivership and 
reorganization in order that its capital obligations may be 
scaled down and its fixed charges reduced: 

The Erie has outstanding approximately $35,000,000 in 
consolidated first mortgage 4 per cent bonds, $30,000,000 
in various prior lien divisional issues and $35,000,000 in 
equipment trust certificates—a total of around $100,000,- 
000 of prior obligations. Interest requirements on this total 
amount, roughly, to $5,000,000 a year. In 1931 Erie earn- 
ings available for fixed charges were $14,748,551 or nearly 
three times the interest requirements on prior liens. 

In the first quarter of this year, earnings were approxi- 
mately 53 per cent below the corre- 
ponding quarter of 1931. Assuming 
that this ratio will be maintained 
thoughout the year—and it may very 
well be improved—1932 earnings 
wailable for fixed charges should be 
approximately $11,- 
000,000, or more 
thin twice the total 
tequired for the in- 
terest on underlying 
issues. Yet Erie con- 
solidated 4s current- 
ly sell at the abnor- 
rig low price of 


May Wipe Out 
Stock Equities 


And what of the 
Junior bonds? These 
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are Outstanding to a total of approximately $160,000,000, 
requiring some $8,000,000 a year for interest. Since 
we have indicated that the road is likely to earn at least 
$11,000,000 this year and will need $5,000,000 for prior 
lien interest, the sum of $6,000,000 should be left for the 
junior bonds, or 75 per cent of the necessary total. 

This is a respectable showing, yet prevailing quotations 
on the junior bonds would appear to indicate an illusion 
that virtually all values have been destroyed or will be in 
reorganization. The face value of $160,000,000 junior 
bond issues is appraised in the market at an aggregate of 
$32,000,000. In the remote and fantastic event that the 
road could be recapitalized with its junior obligations on 
this basis, it would need only $1,600,000 a year to pay 5 
per cent on this part of its funded debt, whereas under pres- 
ent conditions it is likely to have available $6,000,000 for 
junior bonds or 3Y% times what would be needed on a 
capitalization which the market has already discounted. 

Such an adjustment undoubtedly would be fought to the 
death by intelligent owners of junior bonds, since it would 
open the road to riches to anyone who chose to buy such 
new stocks as might be issued to raise working capital. 
What would actually happen in reorganization no doubt 
would be an adjustment of capitalization on a basis which 
would ultimately offer substantially higher values than now 
are recognized in the market. 


Various other examples could be 
cited. They suggest that grave 
risk may attach to extreme fear at 
present precisely as it attached to 
extreme optimism in 1929. A year ago may have been 
a sound time to become alarmed at the prospect of recapi- 
talization. When the actual realization is near at hand, 
it is the part of prudence to consider whether prices have 
not already made sufficient, if not over-generous, allow- 
ance for any probable adjustment. 

Given a sufficient intelligent co-operation on the part of 
of security owners, no great number of receiverstips would 
be necessary, either in the railroad industry or elsewhere. 
Reorganization and downward adjustment of fixed charges 
could be voluntarily worked out with advantage to all 
classes of security owners. An effort at such reorganization 
is now being made, at the suggestion of the Interstate Com- 
merce Commission, in the case of the St. Louis-San Francisco 
Railway Co. Its great advantage over formal receivership 
is the saving of receiver's fees, lawyer's fees, banker’s fees 
and protective committee expenses. 

It is likely that the number of drastic reorganizations will 
be limited. There are all varieties of capital adjustment. 
In a few cases companies have raised money 
by necessitous sale of stock to shareholders, 
the process amounting virtually to an 
assessment. The most frequent change, 
however, is merely a bookkeeping adjust- 
ment. Many corporations have already 
written down the 
stated value of their 
common stocks and 
of their property 
assets, thus increas- 
ing capital surplus. 
Others have reduced 
top-heavy share 
capitalizations by re- 
verse split-ups. 

(Please turn to 

page 252) 
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MISSOURI, KANSAS & TEXAS RAILWAY CO. 
Ist Mortgage 4s, Due June 1, 1990 








An Underlying Rail Bond 
Worth Watching 


Recent Prices Discount the Most Severe Developments 
and Suggest Opportunity for Income and Ultimate Profit 


By J. C..CirrForp 








HE territory served by the 

Missouri - Kansas - Texas 

Railroad Co. and its sub- 
sidiaries is very aptly described 
by the company’s title. Indeed, 
the name would afford a per- 
fect description if it were only 
the Missouri-Kansas-Oklahoma- 
Texas Railroad Co., for the 
company’s trackage stretches 
from St. Louis, Mo., in a south- 
westerly direction through Par- 
sons, Kans., to Oklahoma City, 
while another line runs almost 
directly south from Kansas City 
through Fort Worth and Dallas 








Missouri-Kansas-T exas 
Railroad Co. 
Total Available Fixed 
operating for fixed charges 

Year revenue charges Times earned* 
Ls aseue $34,383,380 $5,576,648 $1.31 
ROOD ncisecen 45,948,859 11,998,968 2.84 
eee 56,024,439 13,631,985 3.22 
ne. susnass 56,549,118 18,129,608 3.05 
Pere 56,181,528 12,599,076 2.82 
rey 58,100,760 13,521,091 3.02 
BN ons 555s 57,309,345 13,340,869 2.98 


*Not including interest on adjustment bonds. 


a steadily improving operating 
ratio first placed the adjustment 
bonds in a sound position and 
then the preferred stock. Asa 
result, holders of the bonds con- 
verted into stock and there is 
now only about $13,500,000 in 
adjustment bonds outstanding, 
compared with the original total 
of $57,500,000. The Missouri 
Kansas-Texas Railroad Co, 
mainly because of this actions, is 
in the enviable position of hav 
ing the most favorable debt 
ratio of the southwestem 
roads. 

Specifically, capitalization con 











to San Antonio and Galveston 





in Texas. There are also 
branches from the main stem which 
run westward in Texas and Okla- 
homa. In all, the system comprises 
some 3,200 miles of track. 

Freight is about what one would ex- 
pect from the character of the territory. 
Products of mines and agricultural 
products make up almost exactly half 
the total, while the other half is 
mainly manufactures and miscellane- 
ous. Among the latter is included 
various refined petroleum products 
which is a very important classification 
in itself, as it accounts for around 20% 
of the total freight carried. 

Before considering the road’s reve- 
nues, one must first consider its capi- 
talization, for this is so constituted as 
to have a material bearing on the sig- 
nificance of income. The Missouri- 
Kansas-Texas Railroad Co. is the re- 
sult of a number of reorganizations, the 
latest occurring in 1921. This, al- 
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though it had the effect of increasing 
the bonded indebtedness against the 
property from $143,000,000 to $165,- 
000,000, really materially lessened the 
road’s fixed charges burden, because 
$57,500,000 of the new company’s 
funded debt was in the form of adjust- 
ment income bonds, the interest on 
which did not become cumulative until 
1925. Also, the adjustment bonds 
were convertible prior to January 1, 
1932, into series “A” preferred stock 
of an equal par value. 


Favorable Debt Ratio 


The new capital structure proved 
extraordinarily successful. Between 
1922 and 1929 inclusive the road's 
operating revenues held remarkably 
stable. They never fell below $55,- 
000,000 and only once did they exceed 
by a small margin $58,000,000. Yet, 


sists of $66,668,948 in pre 
ferred stock of $100 par value, fol 
lowed by $66,672,473 representing 
808,935 shares of mno-par common 
stock. Funded debt totals some $107, 
000,000, so that this item is only about 
40% of the total. In order to visualize 
the various component parts of this 
debt it is again necessary to go back to 
the reorganization of 1921. Among 
the bonds of the old company—Mis 
souri, Kansas, & Texas Railway Co— 
were a number of divisional issues aM 
an issue of first mortgage 4s due 1990 
These were undisturbed by the % 
organization except in-so-far as —_ 
were entitled to exchange them, wit? 
out penalty for not doing so, for bonds 
in the new Missouri-Kansas Tex# 
Railroad Co. with a cash adjustment 
The present funded debt of the syste? 
therefore consists of $39,413,000 ™ 
Missouri, Kansas & Texas Rel 
Co. Ist mortgage 4s of which $8,707 
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000 are pledged under other mortgages, 
less than $1,000,000 in divisional and 
equipment trust issues, while the bal- 
ance is in bonds of the Missouri- 
Kansas-Texas Railroad Co. It is in the 
lst mortgage 4s of the old company 
that we are primarily interested. 

These bonds are secured by a direct 
first mortgage upon 1,112 miles of road 
and its appurtenances and by a col- 
lateral lien upon 222 additional miles. 
They are outstanding including those 
pledged, at the rate of less than $30,- 
000 a mile—a sum which under no 
normal consideration can be considered 
excessive. 

Under better conditions than those 
we are now experiencing the road has 
demonstrated an earning power widely 
in excess of fixed charges. Even in the 
lepression year 1931, these items were 
covered 1.31 times over, a showing 
which was in marked and favorable 
contrast to that made by many other 
roads. The present year, however, is 
likely to be more adverse for the 
Missouri-Kansas-Texas than any in re- 
cent times. Not only has the depres- 
sion intensified, but the modern tend- 
ency to use gas instead of coal for fuel 
and heating purposes and the continued 
diversion of the profitable petroleum 
products business to pipe lines and 
trucks, will all contribute to the poor- 
ness of the showing. While it is yet 
too early to estimate with assurance of 
accuracy the results for the whole of 
the present year, it is very much to be 
doubted whether the road will show 
fixed charges materially better than 
half earned. 


No Early Maturities 


Even though the road is in moderately 
strong financial position and will have 
no important maturities to consider 
prior to 1962, the failure to earn fixed 
charges by any such margin necessarily 
conjures up at least the possibility of 
yet another receivership for ‘‘Katy.” 
The problem now to be considered is 
whether a receivership would be likely 
to affect the first mortgage 4s. 

Interest on these bonds, including 
those pledged, plus interest on the 
divisional issues and equipment obliga- 
tions, would require a sum in the 
neighborhood of $1,600,000 annually 

the road is expected to show an 
amount available for fixed charges even 
in 1932 between $2,100,000 and $2,- 
500,000 there would appear to be no 
eenediate danger of the holders of the 
me mortgage bonds being called upon 

forego any part of their rightful 
~ The margin, however, is not over- 
ealthy on the face of it. 

Nevertheless, it must be remembered 

(Please turn to page 247) 
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Bond Buyers’ Guide 


Note.—The following list of bonds has been arranged solely on the 
basis of current yields to maturity. The position of any issue in the list 
is not intended as an indication of its relative investment merit. Readers 
should observe a proper diversification of commitments in making their 
selections from this list. The Guide is subject to revision as more favor- 
able issues appear and those no longer suitable, in our opinion, for new 
purchases, are dropped. Any queries concerning such changes should 
be directed to our Personal Service Department. 


Railroads 
Total Amount 
Funded of Interest* Yield 
Debt this Times earned Recent to 
(millions) issue 1930 1931 Price Maturity 
* Norfolk & Western Ist Consol, 4s, 1996.... 90 41 7.5 5.3 79 5.1 
N, Y. Central & H. R. Mtg. 3%s, 1997.... 584 94 1.6 1.0 68 5.1 
Atchison, Top, & Santa Fe Gen’l 4s, 1995.. 311 152 3.9 2.7 77 5.2 
Pennsylvania Consol. 4s, 1948............ 607 20 1.9 1.3 86 5.3 
Wiition-Pacine: tat 48; TOE. ik 5.0 c ccc ccc 360 100 3.5 2.7 86 5.4 
x Northern Pacific Prior Lien 4s, 1997...... 313 107 2.2 1.6 67 6.0 
* Missouri, Kansas & Texas Ist 4s, 1990.... 107 31 2.8 1.3 56 71 
*Erie R. R. Consol, Prior Lien 4s, 1996.... 261 85 1.3 1.0 54 1.4 
x%xChic., R. I. & Pacific: Gen. 4s, 1988....... 321 61 1.6 1.0 55 1.4 
Baltimore & Ohio First 4s, 1948.......... 604 82 1,7 1.1 61 8.5 
Kansas City Southern Ist $s, 1950......... 65 30 1.5 1.2 40 10.5 


It should be noted that in the ahcve railroad list some companies are hardly earning fixed 
charges on the entire funded debt, but since the selected issues for this classification are all 
prior lien issues, interest is earned amply for such senior issues. 


Public Utilities 


Recent Yield to 
Price Maturity 


Phila. Electric Ist Ln. & Ref. 4%s, 1967.. 166 34 8.1 3.2 97 4.7 
Duquesne Light Ist 4%s, 1967............ 65 65 6.7 5.7 96 4.7 
Cincinnati Gas & Elec, Ist 4s, 1968....... 35 35 5.3 5.3 86 4.8 
Illinois Bell Telephone Ist & Ref, 5s, 1956. 57 49 4.0 4.9 100 5.0 
American Telephone Coll, Trust 5s, 1946... 471 68 6.1 6.4 99 6.1 
Detroit Edison Gen’l & Ref, 4%4s, 1961.... 129 50 2.9 2.9 89 5.2 
Pacific Gas & Elec. Gen’l & Ref, 5s, 1942.. 311 36 2.6 2.5 97 5.4 
yAmer, Telephone Deb. 5s, 1965............ 471 150 6.1 6.4 93 5.4 
Pennsylvania Pwr. & Lt. 1st 4%4s, 1981.... 131 121 2.7 2.6 15 6.0 
*N. Y, Power & Light 1st 4%s, 1967....... 67 66 3.6 2.7 76 6.2 
Industrials 
Call Price 
Standard Oik of N. J. Deb. 5s, 1946....... 169 90 7.4 102 100 5.0 
Lorillard (P.) Co. 7%, 1984.........2.0055 20 9 2.8 NC 103 6.6 
Goodyear Tire & Rubber Ist & Coll. 5s, ’57 63 56 2.8 103 63 8.6 
Bethlehem Steel Ist & Ref. 5s, 1942...... 118 18 4.3 105 72 9.4 


High Grade Short Term Issues 


Amount Yield 
Due_ This Issue Price Income Maturity 
Date (Millions) Call Market Basis Basis 
%Corn Products Refining Ist 5s......... 5/1/34 1.8 105 103 4.8 3.7 
Detroit Edison Ist & Coll, 5s......... 1/1/33 10.0 NC 101 4.9 3.9 
x Union Elec. Lt, & Power Ref. & Ext. 5s 5/1/33 6.2 NC 101 4.9 4.3 
*N. Y. Telephone Gen’l 4%s........... 1939 61.0 110 100 4.5 4.5 
Chicago Gas Lt. & Coke 5s ......... 1937 9.9 NC 100 5.0 5.0 
* Amer, Telephone Conv. Deb. 4%s..... 1939 12.9 106 96 4.7 5.2 
xChesapeake & Ohio Ist Consol, 5s..... 1989 80.0 NC 96 5.2 5.7 
*Norfolk & Western Imp. & Ext. 6s... 2/1/84 5.0 NC 100 6.0 6.0 
Portland Gen’l El. Co, Ist 5s.......... 1935 6.8 107% 85 5.9 11.0 
Bethlehem Steel Purchase Money 5s... 1936 22.3 105 77 6.5 12.5 


* On total funded debt. NC—Not callable. (e) Estimated. 
% NOTE: Our preferences in the above lists, 
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One Railroad That Has No Need 


to Borrow 


With Fixed Charges of Less Than $1,000 a Mile, 
Surplus 30% Greater Than Stock Outstanding, and 
30 Millions in Cash and Governments, Atchison 
Stands Unique Among Carriers, Though Pay-as-You- 
Go Policy May Force Common Dividend Omission 


By Prerce H. Futton 








N these days, with ‘gross = 
I earnings still declining from 

15% to 30% each succes- 
sive month from the corre- 
sponding period of last year; 
with fixed charges, and even 
operating expenses, not earned 
for the first four months of this 
year, in the case of some of the 
largest systems; with bonds sell- 
ing for less than half the price 
of two and a half years ago, 
with stocks at only small frac- 
tions of the figures then; with 
credit greatly impaired—gone 








Atchison, Topeka & Santa Fe 





A few high lights on the road 
that does not need to borrow. 





Cash and government securities exceeding $30,000,000 
Notes or bills payable..............+04. none 
Bank or government loans .............. 
Equipment trust issues ..........-....+5 
Funded debt, less than................+6. $310,000, 000 
Vized charges, pet Year ......26..seecess $13,000,000 
Surplus exceeds outstanding stock by. . .$128,248,088 


- 6—Fixed charges approxi: 
mately $13,000,000 a year— 
$1,000 per mile. 

7—No equipment trusts out’ 
standing. 

8—Current assets of $45, 
134,264 against current liabili- 
ties of $19,276,074. 

9—Aggregate assets of $1, 
272,674,937. 

10—Corporate surplus of 
$495,126,828, or $128,248,038 
in excess of stock outstanding. 

11—Physical property main: 
tained at high standard—even 














entirely in some instances—a 
railroad that does not need to 
borrow is not only a rarity but a virtual 
curiosity. 

It should be carefully watched by 
prospective buyers of railroad bonds 
and stocks. There are only a few 
others—no large system—in the whole 
United States. Probably Norfolk & 
Western is the single road in a corre- 
spondingly strong position. 

The railroad that does not need to 
borrow is the Atchisor, Topeka & 
Santa Fe Railway Co., generally ad- 
mitted now to be the premier railroad, 
not alone of the Southwest, but of the 
entire country. Some observers not al- 
together familiar with the real posi- 
tion of this company, its physical 
properties and securities may question 
the accuracy of this characterization. 
Here are a few facts about the Atchi- 
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son, which if catefully considered by 
all who want to know what railroad 
securities to buy in the immediate 
future and also later on when there are 
distinct signs of the depression coming 
to an end, should remove all doubts 
and afiord the best possible information 
regarding this unusual railroad: 

1—Cash and Government securities 
in treasury of Atchison and subsidiaries 
in excess of $30,000,000. 

2—No notes or bills payable, either 
of parent company or any of its sub- 
sidiaries. 

3—No bank or Government loans. 

4—Current bills discounted inside of 
10 days. 

5—Funded debt less than $310,000,- 
000—only $22,820 per mile of operated 
main track. 


now. 
12—Equipment ready to han: 
dle 15% to 25% more traffic without 
much extra outlay. 
Some one may ask how such a condi 
tion can be possible, in the face of the 
tremendous slump in railroad trafic 
and earnings since October, 1929. This 
question is perfectly natural and the 
answer the more striking when it 1s 
known that Atchison’s gross earnings 
declined 20% in 1931, from 1930, 
15% in the latter year compared wit 
1929, and that the rate of decrease for 
the first four months of this year aver’ 
aged about the same compared with the 
corresponding period of 1931. 
Actually, there is not only one rea 
son but several why the Atchison has 
been able to maintain its present pos! 
tion financially and physically when 
most other roads, even some of the best 
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known and largest, are not earning 
fixed charges or operating expenses, 
and are borrowing to the extent of 
many millions from the banks and the 
Government, although only five months 
and a little more of this year have 
passed. 

The following are some of the most 
conspicuous and vital reasons for the 
Atchison being what it is and having 
what it has today: 

1—Road wisely located to command 
wide diversification of traffic. 

2—Property was thoroughly and 
honestly reorganized in 1896, following 
the years comprising the period of the 
largest number of railroad receiverships 
in the history of this country. That 
period began in 1892 and 1893 and 
ended three to seven years later. 

3—The capitalization placed upon 
the property then was conservative. It 
has been kept so ever since. As al- 
ready shown, funded debt now is only 
a little more than $309,000,000, less 
than $23,000 a mile. Combined pre- 
ferred and common stock totals $366,- 
878,800, a trifle more than $27,000 per 
mile. 

4—Hundreds of millions of dollars 
have been reinvested in the property 
out of earnings. 

5—All equipment, a considerable 
part of improvements and betterments 
—even new construction—have been 
paid out of treasury resources, no new 
securities being issued. 

6—The management never has been 
carried away with the general consoli- 
dation idea. Branch lines have been 
built and small roads bought from time 
to time, that were 


big stock dividend against the huge 
corporate surplus of $495,126,828, and 
a splitting up of the common shares. 

8—A dogged determination on the 
part of the directors and officers to 
keep out of the borrowing class, even 
if the present depression should last 
considerably longer than most people 
are guessing it will. 

What do these six points mean when 
boiled down to a single sentence? 
Simply this: A well located, conserva- 
tively capitalized, honestly and aggres- 
sively managed railroad. Why should 
there be any other kind of railroad? 

If this statement is too brief and 
concise, take the following slight 
elaboration: What the Atchison is and 
has today and how it came into and 
continues in its present highly desirable, 
and practically unique position, simply 
represents what every railroad in the 
United States, on a relative basis and 
scale, should be and have, and what it 
would be and have, with a corresponding 
location, capitalization and management. 

The three fundamental reasons why 
there are so many so-called “weak” 
railroads today, are an absence of these 


prime requisites—favorable location, 
conservative capitalization and efficient 
management. 


Of course, no one who knows what 
he is talking about would be so foolish 
as to suggest even that possession of 
these requisites furnishes assurance of 
large earnings and dividends every year 
under all conditions. That this is not 
possible is shown by the returns on the 
Atchison—a road that has these re- 
quisites in an outstanding way. In 





1929 it earned nearly $23 a share on 
its common stock. For the first four 
months of this year it lacked over $1,- 
000,000 of earning fixed charges, not 
a cent for either preferred or common. 
The full 5% on the former may not be 
earned in the 12 months of 1932. There 
may be no balance for that issue out 
of earnings for the first half of this year. 

A railroad cannot get trafic where 
and when it is not to be had, nor can 
it stem the tide of a world-wide de- 
pression like that which started late in 
1929 and which, unfortunately, shows ° 
no signs of coming to an end soon. 

It is equally true that there are sev- 
eral outstanding factors in the general 
situation that have worked adversely 
and unfairly against the making of 
larger earnings by all the railroads. 
Here are the most outstanding and 
burdensome: Excessive taxes, over- 
regulation by the I. C. C. and many 
state commissions, practically no regu- 
lation of new competing mediums, not- 
ably motor bus and truck, Government- 
subsidized inland waterways and air- 
planes. 

Still the fact remains that in spite 
of these factors, with all of which 
Atchison had to contend, the same as 
other railroads, it has come safely 
through the depression so far, financial- 
ly and physically, while some railroads 
have gone into receivership and others 
would be there now, had it not been 
for aid from the Railroad Credit Cor- 
poration and Reconstruction Finance 
Corporation. The difference between 
the Atchison and practically all the rest 
is partly in location but mostly in capi- 

talization and man- 





believed to be ne- 
cessary to the 
rounding out of 
the system in the 
general _ territory 
occupied for many 
years. 
7—Dividends on 
the common stock 
were kept down 
for years, although 
earnings were two 
to three times the 
rates paid. This 
in the face of tre- 
mendous pressure, 
and clamor even, 
for considerably 
more liberal dis- 
bursements, In 
1929, the year of 
tecord earnings for 
Atchison and near- 
ly all the railroads 
of the United 
States, there was a 
rather determined 
Movement for a 
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Courtesy Santa Fe Railway 
Santa Fe “Chief” in Cajon Pass, California 


agement. 

All the figures 
presented in this 
analysis so far 
have been taken 
from official Atchi-; 
son records or 
gathered verbally 
from official 
sources, but there 
are other facts that 
cannot be obtained 
from official rec- 
ords, and these ar2 
given here exclus- 
ively for the first 
time: 

Each year the 
Atchison carries in 
a certain account 
an amount sufh- 
cient to pay its 
fixed charges of a 
little more than 
$13,000,000 — this 
in addition to the 
purposes suggested 
by the title of this 
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account. In other words, whenever 
necessary, Atchison can draw from this 
account a sufficient amount to pay fixed 
charges without taking a cent from cur- 
rent earnings and income, as given in 
regular monthly and annual reports. 

The $30,000,000 or more cash and 
Government securities in the treasury 
at the present time is sufh- 
cient to do the following 
things if a single cent to- 
ward them should not be 
earned this year: pay (a) 
- fixed charges of a little 
more than $13,000,000, 
(b) the full 5% dividend 
on the preferred stock, re- 
quiring $6,208,000, and 
(c) about 4% on the com- 
mon, taking $9,686,000 
more. 

Some months ago, when 
the Atchison was required 
to move its New York 
office because the building 
in which it had been lo- 
cated for 29 years was 
about to be demolished, 
the owners of that build- 
ing offered to pay the 
company’s moving. ex- 
penses and to buy all new 
furnishings that might be 
needed, in order to have 
this desirable tenant in 
the new building that was 
to take the place of the 
old structure. After con- 
siderable negotiation Atchi- 
son officials decided to 
take a lump sum for mov- 
ing expenses and new 
furnishings and probably 
stay in the new office at the expiration 
of a comparatively short lease. The 
old landlord accepted the proposition, 
Atchison did its own moving, had its 
old black walnut board room furniture 
dressed over, bought a few new rugs 
and pieces of furniture—and had sev- 
eral thousand dollars left. 

These are simple but highly sig: 
nificant illustrations of the way the 
Atchison runs its road in every respect. 
Coupled with the other reasons already 
given, this is why the Atchison is the 
railroad that it is today and why its 
earnings and_ securities should be 
watched closely by all prospective buy- 
ers of railroad bonds and stocks, par- 
ticularly as the end of the mess in 
which the whole world has been, going 
on for three years, may shortly begin 
to dawn. 

The main line of the Atchison runs 
from Chicago through Kansas City into 
Oklahoma, New Mexico and Texas, 
and on to California. Galveston is 
the important port on the Gulf of 
Mexico, while Los Angeles and San 
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PRICE SCALE 


MILLIONS OF DOLLARS 


Francisco are the chief ports on the 
Pacific Coast. The main track oper- 
ated in 1931 totaled 13,568 miles. 
Covering such a wide and extensive 


territory, it is easy to understand that - 


the company’s traffic is highly diversi- 
fied. Last year products of agriculture 
contributed 30% of total freight traffic, 


ATCHISON, TOPEKA & SANTA FE Ry. ©. 


LIABILITIES 
1924 


1925 i926 1927 1928 1929 1930 


wheat alone supplied 5,915,132 tons. 
Products cf mines yielded almost 30% 
more, of which 2,076,973 tons was 
bituminous coal, copper ore concen- 
trates supplied 2,994,917 tons, gravel 
and sand 2,131,939 tons, stone in vari- 
ous forms 1,083,661 tons and crude 
petroleum 790,988 tons. Manufactures 
and miscellaneous products furnished 
31% of the total freight movement last 
year. Of this classification by far the 
largest amount—5,401,462 tons—was 
petroleum and all other gasolines. 

In addition to a decrease of $32,- 
336,463 in freight earnings in 1931, 
there was a decrease of $8,623,117 in 
passenger and $4,280,205 in mail, ex- 
press and miscellaneous receipts—an 
aggregate loss of $45,280,205 from 
1930. 

For the first four months of this year 
gross earnings made a further decrease 
of $13,511,128 and net railway operat- 
ing income $2,717,985 from the corre- 
sponding period of 1931. 

At the end of March of this year 
Atchison had a deficit on fixed charges 


1931 


of $725,297. While the exact figures 
are not obtainable, it may be safely as- 
sumed that on April 30 the net loss 
stood at about $1,100,000. This meant 
that nothing had been earned for either 
the 5% preferred or the common stock, 
on which the dividend was reduced at 
the April meeting from $1.50 to $1 
a share. 

The fact that the pre- 
ferred, for so many years, 
regarded as a fine railroad 
investment, had dropped 
from 86, the high of this 
year, to below 45, natural- 
ly led even holders of the 
stock to question whether 
the regular dividend 
would be :naintained. 

The directors will meet, 
probably on June 28, to 
act on the common divi- 
dend. After the April 
meeting the directors is 
sued a statement that con- 
tinuation of dividends on 
that issue “must depend 
upon improvement in the 
corporation’s _ earnings.” 
Special attention should 
be given to that word 
“must.” It is highly sig: 
nificant, particularly in 
the light of a statement 
made to the writer by an 
Atchison official shortly 
before the last reduction 
in the common dividend. 
It was this: “I see no rea: 
son why a railroad should 
sell Government bonds in 
its treasury to continue 
common dividends, under 
present conditions.” 

As there has been no improvement 
in Atchison’s earnings since the April 
meeting, and as none is expected to the 
end of June, except of a seasonal char: 
acter—and that is likely to be ex 
tremely moderate this year—it is per 
fectly logical to assume that the com- 
mon dividend will be omitted on the 
last Tuesday of this month. 

Why a railroad with $30,000,000 
or more cash and Government securl 
ties in its treasury should take such a 
step, may be asked on the theory that 
this surplus belongs to the common 
stockholders and should be used to 
maintain their dividend. ; 

The only possible answer to the first 
part of this question is that the action 
suggested would be justified. With re’ 
spect to the latter part, the Atchison 
board takes the ground that it might 
be best eventually to omit the common 
stock dividend until earnings are de’ 
cidedly better, keep out of the borrow’ 
ing class during the depression and 

(Please turn to page 252) 
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Oils Present Speculative Opportunity 


Supreme Court Approval of Proration Encourages Controlled 
Conservation of Resources, and Adds to Favorable Factors 


in Situation — Mergers, 


Reduced Refinery Operations, 


and Better Statistical Position Tend to Reassure the Industry 


By NicHotas T. CaLtHoun 





result of semi-forced consolida- 





the oil industry. Indeed, 
if the business which has 
been depressed’ so long and so 
severely had not shown im- 


Tt oi are looking up in 


During the current and coming months, consumption 
of gasoline and oil will be at the year’s peak. This 
seasonal expansion is not only the result of the much 


tion. In the meantime, how- 
ever, there have been several 
new and _ interesting. occur- 
rences. For example, it now 


provement soon, there would 
have been many missing faces 
around the table and even those 
that remained would have been 
pinched and drawn. But it well 
may be asked if the turn for the 
better represents a speculative 
opportunity? The improvement 
may even have been overlooked, 
for the public has been disap- 
pointed so long and so often that 
there undoubtedly is an inclina- 
tion to view the whole industry 
as hopeless from a money mak- 
ing standpoint. So, let us see 
exactly what has occurred. 

At the beginning of last year 
the petroleum industry was 
well embarked upon a policy of 


greater mileage exacted from pleasure vehicles, but 
because of the increased operation of commercial 
vehicles and the heavy summer schedules of passenger 
buses, many of which practically suspend operations 
during the colder months. 


While this is therefore a timely discussion of oil, 
the present article deals more with the fundamental 
changes which have lately taken place, rather than 
with seasonal conditions. The basic betterment in the 
petroleum industry has been such as to have consid- 
erable interest to the speculator at the present time, 
despite the fact that the extreme obscurity surround- 
ing the course of general business is an offsetting 
influence. Nevertheless, admitting the risks, there are 
undoubtedly those willing to accept them. They will, 
of course, as always, be guided by their own particu- 
lar circumstances and by the current discussion on the 
general market outlook. 


seems likely that the tariff on 
oil which has been incorporated 
into the pending tax bills will 
actually be put into effect and 
the results might easily be of 
great significance to particular 
companies. In any event it will 
cause considerable re-routing of 
business. 

The tariff may be expected to 
exert a favorable influence upon 
domestic producers, although 
there is always the possibility 
that they might, by their own 
actions, give up the advantage— 
a reversion to uncontrolled pro- 
duction would have this effect. 
On the other hand, the tariff 
might easily be unfavorable to 


self-ruination. It had the ad- 


those companies having coast re- 





fineries dependent upon import- 





vantage of a stable demand— 
even a growing demand for the 
greater part of its products. There is 
not one single other major industry 
which can say the same. Even the pro- 
duction of electric power, often cited 
for its stability, is quite depressed on a 
Volume basis in comparison with oil. 
Yet the oil industry threw away all its 
natural advantage. Wells were drilled 
apace, the East Texas field ran riot, re- 
finers wallowing in a sea of oil scooped 
Up more than they needed and added 
gasoline to the flood. The result of such 
an abundance was reflected in prices. 
Crude oil was given away and gasoline 
mM many states brought less than the 
‘ax. Inventory losses on the part of 
the companies engaged in the industry 


were enough to make even Croesus 
wince, 
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But at last the situation became so 
deplorable that something was done— 
as is almost invariably the case. Pro- 
ration in Oklahoma and Texas was en- 
forced at the point of the gun, despite 
vociferent objection on the part of the 
near-sighted minority. Lawsuits and 
injunctions filled the air, but to little 
avail. And now that the highest court 
of the nation has upheld the Oklahoma 
proration law, a repetition of such a 
waste of oil, legal talent, vocal chords 
and money is hardly likely to take 
place. 

In previous articles we have dis- 
cussed the somewhat better statistical 
position into which the oil industry was 
working itself and pointed out that in- 
ternal bracing was taking place as the 


ed oil and upon those with for- 
eign production. While it is yet too 
early to venture an opinion as to which 
companies will be affected favorably 
and which unfavorably—to say noth- 
ing of the fact that the bill has still to 
be passed—the probabilities are that no 
great damage will be done any impor- 
tant company. This is because domestic 
requirements will be filled from do- 
mestic production, while foreign re- 
quirements will be filled from foreign 
production. 

In this connection, it was significant 
that the Standard Oil Co. (Indiana) 
recently sold to the Standard Oil Co. 
(New Jersey) its interest in the Pan- 
American Petroleum and Transport 
Corp., the latter together with its sub 
sidiaries being an important producer 
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Another _ strong 





abroad. This was 
done presumably 
because the Indiana 
company’s foreign 
organization was 
much less complete 
than that of the 
Jersey company 
and the plan 
would utilize Pan- 
American's facili- 
ties to greater ad- 
vantage. Should 
the oil tariff be- 
come effective, it 
will indeed prove 
to have been a for- 
tunate move. 


Name 


Consolidated Oil 
Gulf Oil 


Socony-Vacuum 








Atlantic Refining 


Phillips Petroleum 


Texas Corp, ..... 
Union Oil California . 2.19 0.70 


+ Indeterminate annual rate. 


Among the Leading Oil Companies 


-——Earned per Share—, 
929 9 


1931 Price 


$1.01 $0,19 $11 
NF NF 
2.35 Nil 
0.71 Nil 
1.15 Nil 


Standard Oil of California F 2.87 1,11 
Standard Oil of Indiana 
Standard Oil of New Jersey.... 4. 1.65 0.34 


2.73 1,04 


5.10 1.63 
1.53 Nil 


NF—Not available. * Plus extras, 


company which 
merits the specu- 
lator’s _considera- 
tion is the Stand- 
ard Oil Co. of 
California. It 
seems at the pres- 
ent time, however, 
as if it would make 
little difference 
whether he be 
comes interested in 
this company or 
in the Standard 
Oil Co. (New 
Jersey) for barring 
legal obstacles the 
two are to merge. 


Div. Yield % 
$1 9.1 











Nevertheless, the 





better statistical 

position into which 

the oil industry is working inself, the 
benefits of consolidation and the re- 
sults of a tariff, all pale into insignifi- 
cance before the recent United States 
Supreme Court decision. Not only will 
this affect Oklahoma, the particular 
state named in the case, but it will 
make it easier for the prorationists to 
have their way in other states. Fur- 
thermore, it must be remembered that 
Government investigations show that 
under the catch-as-catch-can methods 
which used to be in vogue only be- 
tween 15% and 20% of the total oil 
is recovered from a pool, whereas 
under strict proration 50% or more 
can be recovered ultimately. 

The upholding of proration promises 
to bring about a fundamental change 
in the industry, Indeed, it conceivably 
ushers in a new era. Of course, an in- 
vestigator of the present situation will 
discover many possible sources of dan- 
ger. The really sound basis for which 
oil has been struggling for years is still 
a long way from being an accomplished 
fact. But if it were, one can rest as- 
sured that the prices for oil securities 
would be very different from what they 
now are. In a word, it is useless to ex- 
pect to profit financially from anything 
which is over and done with, and about 
which the whole world knows. 


Selecting a Company 


In the case of the oil industry under 
present conditions, however, the specu- 
lator by careful selection of stocks may 
largely limit his risk to his own par- 
ticular capacity for absorbing possible 
loss. Should this be small he might 
wisely confine himself to a moderate 
commitment in Standard Oil Co. (New 
Jersey), whose immensely diversified 
activities and impregnably strong finan- 
cial position are such as to offset even 
the possibility of having thoroughly 
misjudged the near future of the indus- 
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try. On the other hand, should he be 
in a better position to assume risk, or 
feel more. confident of the future, he 
might make a selection from the better 
of the smaller companies. Let us re- 
view briefly the high lights of the pos- 
sible candidates. 

Of course, last year’s earnings in 
every case without exception made a 
pitiful showing and were the natural 
reflection of the disastrous conditions 
which prevailed. Even the Standard 
Oil Co. (New Jersey) out of a gross 
operating income of nearly $1,085,- 
000,000 succeeded in reporting a net 
profit of only. $8,705,000. This was 
equal to less than 34 cents a common 
share, compared with $1.65 in the pre- 
vious year. and with $4.76 in 1929. 
Nevertheless, despite the fact that the 
continuance of common dividends at 
the old rate of $2 a share combined 
with a deduction for reserves resulted 
in a decline in surplus of more than 
$42,500,000, the Jersey company 
closed the year in its usual strong finan- 
cial position. Current assets totaled 
$671,154,621, including cash of $73,- 
196,486 and marketable securities of 
$206,604,534, while current liabilities 
amounted to $85,916,258. 

While the present price of $24 a 
share for the common stock of the 
Standard Oil Co. (New Jersey) in 
view of what may be considered nor- 
mal earning power for the company is 
not over-high, it should be clearly 
realized that the present dividend is 
not wholly safe. Indeed, the president 
in his report for last year stated that 
“use of earnings of the past for pay- 
ment of dividends cannot continue in- 
definitely,” and that “there must be an 
improvement in our business to justify 
the present rate.” . Nevertheless, the 
improvement which has been registered 
already in the industry undoubtedly 
makes the dividend safer than it was 
but recently. 


Indeed, he might 
even be content to 
obtain his interest in this colossal com- 
bination via the Standard Oil Co. (In- 
diana), which, as has been seen, disposed 
of its interest in the Pan-American 
Petroleum & Transport Corp. to the 
New Jersey company, and now holds 
some 3,000,000 shares of the latter. 
For the time being, however, let us 
consider them all as separate entities. 


The California Standard 
The Standard Oil Co. of Califor- 


nia, while very much smaller than 
the Standard Oil Co. (New Jersey) 
and lacking much of the latter’s diver- 
sification of interest, nevertheless 
definitely ranks among the first hand- 
ful of companies as a producer of crude 
and is considered as the world’s third 
largest refiner. It is also extensively 
interested in the natural gas industry 
of the Pacific Coast. 

For last year net income equivalent 
to $1.11 a common share was reported 
compared with $2.87 a share for the 
previous year. The latest showing, of 
course, was insufficient to cover the 
regular $2 dividend and, although a 
good financial position was reported as 
of the end of last year with current 
assets totaling $90,040,000 against $9, 
174,000 in current liabilities, it fore- 
shadows a reduction in disbursements 
to stockholders should the expected im- 
provement in the industry fail to ma 
terialize. Nevertheless, the companys 
normal earning power is high and, be- 
lieving that there is at least the possi 
bility of the merger with the Standard 
Oil Co. (New Jersey) being carried 
out on a share for share basis, it might 
be considerably more profitable, 
though slightly more risky, to purchase 
the former around $18 a share rather 
than its larger contemporary at $24. 

In the Standard Oil Co. (Indiana) 
a prospective purchaser is presented 
with a somewhat different type of en 
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terprise from those already discussed. 
It is generally placed as being the larg- 
est refiner of gasoline in the world and 
the company’s immense activities are 
thoroughly concentrated in the Middle 
West. For last year the company re- 
ported earnings equivalent to $1.04 a 
share, or an amount barely sufficient to 
cover the reduced dividend of $1. 
Financial position is good. 

Another company which, although 
it isa completely integrated unit in the 
petroleum industry, may be stated to 
be virtually in the gasoline business is 
the Texas Corp. Here, however, the 
company’s scope of operations is na- 
tionwide and there is not a state in the 
Union where “Texaco” cannot be 
bought. Indeed, this is perhaps more 
disadvantageous than advantageous, 
for there are undoubtedly too many 
gasoline stations in the country and 
competition in this phase of the indus- 
try has become particularly keen. 
While the Texas Corp. is a strong and 
wellentrenched unit it might justifiably 
be considered that the merchandising 
of gasoline and oil to have been over- 
emphasized. 


Conservatism Personified 


The Gulf Oil Corp. whose stock is 
currently quoted on the New York 
Curb Exchange around $26 a share, is 
remarkable for the conservatism of its 


bookkeeping practice. It carries plant 
and fixed assets on its books at only 
1% of cost and continues to charge 


of intangible development costs 
against the year’s earnings. | While 
last year a very substantial loss was re- 
ported and the company desiring to 
maintain its strong cash position passed 
the dividend on the common, the stock 
sone which would be well to investi- 
gate further. 


thermore, the company is interested in 
Texas sulphur production and has a 
wholly owned subsidiary, Sun Ship- 
building & Drydock Co. 

While Sun Oil’s earnings for the past 
year declined to $1.63 a share com- 
pared with $5.10 in 1930, it much be 
remembered that many of its larger 
and perhaps better known contempo- 
raries reported large deficits for the 
later period. Moreover, the $1.63 
which was earned for 1931 was sufh- 
cient to cover the regular dividend of 
$1 with a comfortable margin to spare 
and affords the reason why the stock 
at current prices of $27 a share yields 
less than 4%. 

Larger than Sun, but probably more 
speculative from the stock market 
angle, Phillips Petroleum Co., wins 
its position in our list of candidates 
because it is understood to be register- 
ing rapid improvement. The company, 
which has expanded materially in re- 
cent years, possesses large oil reserves, 
principally in Texas, Oklahoma and 
Kansas, refineries, an extensive pipe line 
system and retail outlets. It is also 
very extensively interested in natural 
gas, some of which is employed in the 
manufacture of carbon black and some 
in a liquified form for domestic and 
industrial uses. 

Phillips Petroleum in the past two 
years has not only been unfavorably 
affected by the poor conditions existing 
in the industry, but its program of ex- 
pansion depleted current assets to a 
point where recourse to the banks had 
to be made. At the peak last year, 
bank loans totaled some $18,000,000 
but at the end of the first quarter of 
the present year they had been cut ap- 
proximately in half. This in itself is 
evidence of a very much improved 
situation and we would be disinclined 


to over-emphasize the importance of 
the fact that owing to book charges for 
reserves the first three months of the 
year resulted in a reduction of surplus. 
Particularly is this so in view of the 
fact that the improvement in the in- 
dustry of which we have been speak- 
ing virtually dates only from the 
beginning of the year’s second 
quarter. 

The common stock of the Phillips 
Petroleum Co. is currently available 
between $3 and $4 a share and, al- 
though it should be’ definitely recog- 
nized that the company still lacks that 
strong financial position which is so 
much to be desired at a time like the 
present, improvement at least has been 
registered. Also, it must be remem- 
bered that should the industry be turn- 
ing the final corner to prosperity the 
company’s recent expansion will prove 
decidedly beneficial to stockholders, 
rather than the drag upon their equity 
as has been the case. 


The Choice Is Wide 


In addition to the specific companies 
which have been so briefly mentioned, 
there are a number of others which the 
prospective speculator in oil securities 
might even consider preferable. Some 
of them are to be found in the ac- 
companying table. It is impossible, 
however, to cover the entire industry 
in the space at our disposal, and we 
have attempted only the merest outline 
of a speculative course which might be 
followed at the present time with at 
least some logic. While the situation 
may not develop as expected, it must 
be remembered that the oil industry 
entered its depression a year or two 
prior to the general depression which 
has now overtaken the world, and on 
this basis ought to 





It is generally true 
when an industry 
takes a turn for the 
better that the great- 
est percentage gains 
we made by the 
‘aller units in the 
ted. Among these 
Sun Oil Co. is cer- 
tainly worthy of con- 
‘deration. Except in 
regard to size, the 
company might well 
© compared with the 
giants which have al- 
teady been mentioned. 
It is an old-established 
and completely in- 
‘egrated business, con- 
‘isting of oi lands, 
bipe lines, tank cars, 
tankers, refineries and 
ailing stations, Fur- 
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om be somewhat  fur- 

ther along in the ad- 
justment process. On 
top of this some signs 
of betterment are evi- 
dent, which may con- 
ceivably be the final 
turn. 

Also, something 
may be accom- 
plished at the World 
Oil Conference 
whose report will be 
available when this is 
in print. Such a 
combination of devel- 
opments at a time of 
terrible security de- 
pression surely war- 
rants moderate spec- 
ulative purchases of 
carefully selected oil 








stocks. 
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INTERNATIONAL TEL. & TEL. 








Are Present Price Levels Justified ? 


Leader in International Communications Field Op- 
pressed by Current Problems Created by Depression 
and Fear of Reorganization—Managerial Ability Un- 
der Test—Foreign and Domestic Difficulties Contrasted 


HE International Telephone & 
Telegraph Corp. was founded in 
Cuba in 1920 upon an idea and 

a rather limited amount of capital. 
Under the subsequent sponsorship of 
the most powerful banking interests in 
America, it has become the giant of in- 
ternational communications, with assets 
of more than 600 millions of dollars. 
Its stock, starting its career on the 
New York Stock Exchange in 1932 at 
$64 per share, had appreciated by 
more than 700% at the peak of the 
market in 1929. 

At that time it seemed to many that 
another typical story of pioneering 
business success had been written, with 
an eminently happy ending—but the 
story goes on and its chapters since 
1929 make far less 
pleasant _ reading. 
The company’s far- 
flung network of 
telephone, tele- 
graph, cable and 
radio properties 
remains intact, but 
profits have waned. 
Managerial effort 
has turned from 
aggressive expan- 
sion to the prob- 
lems of consolida- 
tion and survival. 
The common stock, 
split 3-for-1 in 
1929, has declined 
from the 1929 high 
of $149 to a recent 
price of less than 


PRICE SCALE 


By Francis C. FULLERTON 


bonds, representing its only direct 
funded debt, currently sell at between 
20 and 30 cents on the dollar. 

Such prices necessarily weigh heavily 
upon the minds of the thousands who 
own International Telephone securi- 
ties, and to potential buyers they pre- 
sent a difficult puzzle. Do they ac- 
curately reflect the existing situation of 
the company? Are they truly indicative 
of the future prospect? Do they con- 
stitute a warning which the prudent 
investor or -speculator should heed or 
an outstanding opportunity which will 
exist only temporarily during world- 
wide depression? 

In such a situation it is perhaps ad- 
visable to look first at its broader 
aspects and fundamentals. Otherwise, 


INTERNATIONAL. TELEPHONE & TELEGRAPH 


COMMON STOCK PRICE RANGE 


there is a risk that we will not see the 
forest for the trees. Communication is 
not only an essential and indispensable 
service, but is one of the few indus: 
tries favored by the certain prospect of 
virtually indefinite future growth, par’ 
ticularly in the many developing areas 
of the earth which lag far behind the 
United States in such facilities. In 
communication there is no threat of 
early economic maturity, no threat of 
product competition, no threat of 
change in public tastes or habits. 
The prospect, regardless of the re’ 
tardation caused: by temporary depres 
sion, is an ever-growing demand 
throughout the world for efficient com 
munication, whether by _ telegraph, 
cable, telephone or radio, or such com 
bination of these 
particular facilities 
as technical prog’ 
ress proves most 
practicable. 
Intrenched in 
each of these fields 
of communication, 
as well as in the 
manufacture of 
commun ication 
equipment, the e 
sential problem 0 
International Tele 
phone does not lie 
in current or prox 
’ pective conditions, 
but in its own i 
ternal adjustment 
to those conditions 
n Under __ whatever 
Jif aes management, Ut’ 


CORP. 





$3, and the com- 
pany’s debenture 
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der whatever form 
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of capitalization, the valuable service 
rendered to the world by its physical 
properties will go on. 

Change, of course, would be possible 
in the ownership of those properties or 
in the present security relationship to 
them. It does not appear, however, to 
be in reasonable prospect, in view of 
the powerful banking sponsorship 
which the corporation enjoys and the 
relatively elastic composition of its capi- 
tal structure. 


Debt a Major Problem 


In time of acute depression debt is a 
major problem with corporations as with 
individuals. In its bearing upon cor- 
porate survival, it is perhaps more im- 


portant in form than in total. Thus,' 


a substantial proportion of mortgage 
bonds, secured by a lien upon its prop- 
erties, necessarily gives an embarrassed 
company little leeway to adjust its 
affairs without receivership and _ re- 
organization. It has surrendered free- 
dom of managerial action to a con- 
siderable degree in 
mortgaging its prop- 
erties, 

This. article will 
not. attempt the im- 
possible task of ap- 
praising the current 
value of Internatioanl 
Telephone, assets. 
Quotations throw lit- 
tle light upon perma- 
nent values. As to 
the question of 
whether ‘existing ob- 
ligations are support- 
able by earnings 
under anything like 
normal business con- 
ditions, the answer is 
that fixed charges - 
were covered approxi- 
mately twice over 
under the difficult 
conditions of 1931. 
Earnings for the early 
months of this year 
are reported virtually 
on a par with those 
of the last quarter of 1931, indicating 
continued coverage of fixed obligations. 
_ The flattening out of the downtrend 
i earnings is due wholly to internal 
economies and efficiencies; it need 
hardly be said that there has been no 
Improvement in external conditions. 
The benefits of internal adjustments 
should be more fully realized in 1932 
than in 1931, both because they were 
hot in effect in their present intensity 
throughout last year and because the 
company has had additional time to 
consolidate and integrate the . proper- 
Hes assembled in its rather rapid period 
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of expansion during the boom years. 

The extent to which these internal 
factors could offset any further decline 
in the general level of world business 
is, of course, conjectural, but current 
results appear to indicate that business 
would have to move substantially lower 
to threaten full- coverage of present 
charges. 

Even though it appears unlikely that 
world business will recede much fur- 
ther from present . unprecedented 
depths, it is worth while to consider 
the worst possibilities, for that, 
frankly, is what many security ownérs 
are doing, as reflected in prevailing 
quotations. Whether justified or not, 
in this country a certain fear attaches 
to any enterprise which is heavily 
committed in foreign lands. It is not 
a particularly well-informed or dis- 
criminating fear. The transfer of for- 
eign balances into dollars is a real prob- 
lem for International Telephone, but it 
should scarcely be necessary to point 
out that this is a factor apart from the 
physical properties and that it will not 
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Training Natives for Plant Work with: Shangliai: Telephone Co. . 


be permanent. As for actual business 
operations, it will no- doubt surprise 
many to know that the company’s for- 
eign activities have held up bettér than 
those at home. Pe ee 
If still worse. conditions ate to, de- 
velop, the investor may well look to 
the capital structure. From, the point 
of view of a continuing management, 
it is a relatively favorable set-up. ‘The 
total consolidated funded debt. of the 
parent company and its subsidiaries is 
$187,599,000. Preferred stocks of as- 
sociated companies tota! $37,958,000. 


Outstanding common’ stock amounts to 


6,400,000 shares, carried on the bal- 
ance sheet at $214,563,000 or approxi- 
mately $33 per share. 

Of the consolidated funded debt of 
$187,599,000, a total of $122,661,000 
is represented by debentures of the 
parent company. These are direct ob- 
ligations but are not secured by mort- 
gage and constitute no impediment to 
financing under normal market condi- 
tions. Another large part of the 
funded debt, $50,670,000, consists of 
collateral trust bonds of the Postal 
Telegraph & Cable Corp. This leaves 
only | approximately $14,000,000 of 
subsidiary funded debt and not all of 
this amount involves a mortgage lien 
upon properties. 


Capital Structure Relatively Favorable 


Thus, relatively free of mortgage 
debt, the company would seem, under 
virtually any conditions, to be in a 
position to work out is own destiny 
without the likelihood of any drastic 
changes in capitalization. Of more 
practical importance 
than funded debt are 
bank loans, which 
totalled approximate- 
ly $44,000,000 at the 
end of last year and 
which were reduced 
by $1,000,000 during 
the first. quarter of 
this year. It is un- 
derstood that no fur- 
ther borrowing is:con- 
templated this year. 
In view of the com- 
pany’s banking con- 
nections, there ap- 
pears little reason to 
doubt that its float- 
-ing. debt will be car- 
ried until funding in 
the security markets 
is ‘possible. 

In relation to the 
company’s balance 
sheet valuation of 
total assets at $615,- 
000,000, current se- 
2s curity prices go not- 
ably’ far, if not too far, in discount- 
ing depression values. Postal Tele- 
graph bonds to the face value of $50,- 
670,000 are valued in the current mar- 
ket at $9,500,000. International Tele- 
phone debentures of the face value of 
$122,000,000 are valued at $35,000,- 
000. The common stock is valued at 
$25,600,000.. Taking these appraisals, 
and including subsidiary preferred 
stocks at par, bank’ loans and mortgage 
bonds of subsidiaries, the aggregate 
market appraisal is less than $1'70,000,- 
000: If one could conceive of the cor- 
~ * (Pleasé turn‘to page 248) 
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Preferred Stocks of Market Leaders 


Have Interesting Possibilities 


Enforced Liquidation and Investor’ Indifference Combine | 
to Establish High Yield Basis for Numerous Issues, Many 
of Which Hold Promise of Reasonable Price Recovery 


O sadly disarranged are the aver- 
) age investor's ideas regarding 
what constitutes merit in a se- 
curity that he finds it difficult to make 
an investment choice upon which his 
mind rests easily. As a consequence 
many a dollar which might be put 
profitably to work lies idle, its owner 
frittering away his principal to meet 
current expenses when that. principal 
easily might be kept intact while yield- 
ing sufficient income to maintain the 
investor in the style to which he once 
was accustomed.. Because he finds it 
difficult to determine just what sort of 
investment formula to use in the pres- 
ent phase of business and financial, wWh- 
certainty, he is likely to c him- 
self with the observation that after ‘the 
skies have cleared,.and the business 
prospect brightens, investment ‘ values 
will be more readily discernible and he 
can then work out the problem*6f’ in- 
vesting to advantage. 
The fact of which sight is lost com- 
pletely is that by the time the economic 
equilibrium is restored the security 
market's readjustment will be a part of 
the financial history, and capital will 
have to be satisfied with a smaller yield 
than is now obtainable upon the high- 
est grade of securities, 

It is not to be gathered from this, 
however, that the opportunities of to- 
day stand in bold outline against the 
horizon, and that the timid investor 
is to be reprehended for procrastina- 
tion. In fact, many issues whose at- 
tractions may seem obvious will prove 
in the long run to have been entirely 
lacking in merit. Superficial scrutiny 
determines nothing, and may set in mo- 
tion a train of false reasoning—or 
rather, a perfectly logical sequence of 
assumptions leading to. a conclusion 
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By Warp Gates 


that is false because the starting point 
was wrong. It is not only in disturbed 
times such as the present that the aver- 
age investor, relying upon his own 
judgment alone, is likely to be misled 
by surface indications but in normal 
times the element of fear or indecision 
does not intrude as a confusing factor 
and price depressant. 

The current of enforced and neces- 
sitous liquidation in the past two and 
one-half years has carried the entire 
security list, from the most speculative 
of common stocks to the highest grades 
of fixed-income issues, to levels that 
appear to discount absolute economic 
disaster. 
preferred stocks of long seasoning and 
seemingly impregnable earning power, 
have been deflated ta prices that in 
many instances are the lowest in a dec- 
ade and more. Little greater considera- 
tion has been accorded to them than 
to highly speculative issues in the same 
group, whose title of “preferred” is 
scarcely more than a technical courtesy. 
That is to say, they may be preferred 
as to earnings and assets, but vanished 


’ earnings and heavily mortgaged, dwin- 


dling assets are not particularly attrac- 
tive as backgrounds especially where 
hope of recovery is dim. 


An ‘Unusual Combination 


The investor who realizes that the 
preferred stock list offers not only the 
opportunity of obtaining an unusually 
high yield, but the probability of an 
eventual enhancement in market value, 
finds himself, confronted with a puz- 
zling situation. . In ordinary times he 
has- looked upon high yield as. a sort 
of danger signal and is disposed to 
look askance at.a yield of more than 


In the fixed-income group: 


‘and “supply, 


6%. It is difficult to realize that yield 
is an indicator and not a factor, and 
that while relatively high yield may be 
an indicator of lowered dividend safety 
in normal times when _ investment 
funds are not lacking in courage and 
business confidence is general, its value 
as a safety indicator is reduced when 
money becomes timorous and con: 
fidence is lacking; other considerations 
must then be accorded relatively greater 
weight. For one thing it must be 
recognized that however entitled an 
issue may be to investment classifica- 
tion, and however it may appear to be 
divorced from speculative trading in 
fluences, nevertheless, it is affected at 


“Vall times by its own technical market 


position—the relation between demand 
And, that when an en 
tire market is under pressure, when 
capital takes flight, when buyers desert 
the market place, the high grade in 
vestment issue acquires all of the mar: 
ket characteristics of a speculative 
trading medium. 

There is ample justification for the 
assumption. that the phase through 
which the secugity matket is passing 
is a part of the final reddjustment. If, 
in the course of this readjustment some 
new individual or average lows are 
reached the fact will not be particu 
larly significant. In retrospect they are 
likely to present the same chart picture 
as the series of successive new highs 
reached by the market in the months 
preceding the 1929 collapse, and just 
as the trader and investor who aban 
doned the market-on any of the bulges 
in 1929 subsequently congratulat 
himself on his acumen and did not 
regret his failure to realize the ulti 
‘mate. eighth, so the investor wi? 
selects his securities wisely in the Cur 
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rent situation should have no cause 
later. on to bemoan the fact that he 
might have saved a point or two here 
and there had he waited another few 
weeks. 


Scanning the Market Leaders 


In making a selection from the 
higher grade of preferred stocks, the 
best concentration would appear to be 
on those issues in which, after safety, 
the marketability factor is high, fur- 
ther narrowing the choice to stocks of 
companies in which there is not only 
a fairly broad general interest but on 
which ample and timely data is avail- 
ale. While no particular industrial 
group dominates, the list would be 
made up very largely of companies 
whose common stocks at least are 
among the so-called market leaders. 

This is not of itself a recommenda- 
tion, for among the market leaders there 
naturally are a number whose futures 
are not at all assured, and which have 
passed out of the picture, for the time 
at least, as dividend payers. United 
States Steel, International Harvester, 
American Radiator and similar cor- 
porations are operating “in the red” 
and proffer no immediate hope for a 
recovery in business sufficient to justify 
matket improvement. 

Several of the preferred issues of the 


market leader type have been discussed 
in very recent issues of THE Maca- 
ZINE OF WALL STREET, among them 
Consolidated Gas of New York, du- 
Pont de Nemours, Liggett & Myers 


ad New York Telephone. 
where in this issue 


there will be found 


Else- 


found in the supplementary. tables .on 
page 228. ; 
American Tobacco not only was 
able to show an increase in the 1931 
per share earnings on the preferred 
over 1930, but over the past eight years 
has averaged $55.30 per share on the 
preferred. From 1924 when the cor- 
poration was able to show $39.43 
earned on the preferred to 1929 when 
$57.27 was earned the yearly increase 
was moderate. In the next year net 
per share jumped $25 to $82.16 and a 
further advance of to $87.64 in 1931 
indicated that the 1930 expansion in 
earnings was not attributable to unique 
circumstances, and that the company 
had consolidated its position. In spite 
of this American Tobacco preferred 
sold down to 96 last year, the lowest in 
almost a decade, and while it negoti- 
ated a recovery early this year at 110 
it only recently slumped abruptly, 
breaking through last year’s low. 
American Tobacco is the leader in 
the tobacco field. It has held its own 
against the keenest of competition. It 
is getting a persistently increasing per- 
centage of the. tobacco and cigarette 
business, and the recent shift noted 
from cigarette consumption to other 
forms of tobacco has not affected the 
company’s business. The financial 
position at the end of 1931 was the 
best in the company’s history, with cur- 
rent assets in a ratio of 32 to 1 of cur- 
rent liabilities; the cash item in assets 
alone was six times the total of cur- 
rent liabilities. It may well be that the 
preferred dividend earnings this year 
will fall somewhat below 1931, but it 


current prices is high~and any slight 
improvement in general market: condi- 
tions should be favorably. reflected in 
the market price of the issue. The 
long term investor, concerned primarily 
with income assurance and safety of 
principal, may well consider Ameri¢ari 
Tobacco preférred as an attractive 
addition to his portfolio. 


Coca-Cola 


Coca-Cola’s cumulative class A stock 
is virtually a preferred issue. The 
company has no fundéd debt and of 
the original 1,000,000 share issue the 
company has accumulated by purchase 
for investment 308,620 shares at an 
average cost of $49.87 a share. Of 
these approximately 88,000 shares were 
purchased during 1931 and to some 
extent this accounts for the increase 
in per share earnings. Coca-Cola net 
income has been steadily on the in- 
crease, and from 1920 has risen from, 
roughly, $2,000,000 to $14,023,622 in 
1931. In 1927 a common stock divi- 
dend of 100% was declared and the 
cumulative A issue was distributed in 
1929 as a share for share dividend on 
the common. In the first quarter of 
this year earnings showed a decrease of 
734% from the same quarter of last 
year, but unofficially it has been stated 
that this year was somewhat ahead of 
last year before the deduction of non- 
recurring charges. In the current quar- 
ter the company expects to. make a 
favorable showing in view of the low 
cost of sugar and other decreased 
manufacturing and distribution costs 
which _ practically 
offset the moderate 








a detailed analysis 
of Atchison, Tope- 
ka @ Santa Fe, 
whose preferred 
shares merit consi- 
deration, and in 
the accompanying 
table eight others 
combining substan- 
tial yield, safety 
and marketability “ 
are presented. It 
will be observed 
that with two ex- 
ceptions none of 
eight is en- 
cumbered with 


Company 
*Allied Chemical 


*American Can 
*tCoca-Cola 
Corn Products 


*National Biscuit 





American Tobacco 


*General Motors ......... 1, 


Preferred Stocks of Market Leaders 


Outstanding $ Earned per share 
shares div. 1930 1931 


& Dye. 392,849 $63.90 
55.50 
82.16 
17.32 


7 $48.20 
7 
6 
3 
7 58.6% 
6 
5 
7 


37.66 
87.64 
20,28 
38.70 

217.47 

81.99 51.60 

92,24 79.58 


¢ Class A cumulative. 


330,11 


* Has no funded debt. 


Note—Statistical data concerning other issues discussed in this article will be found 
in the Preferred Stock Guide on page 231. 


Current Current 


decline’ in gallon 
sales attributed to 
the lowered buying 
power of the coun- 


try. 
Coca-Cola’s bal- 
ance sheet, it must 
.,be admitted, does 
not disclose .sub- 
stantial _ tangible 
assets. Current :as- 
sets of 17.2 million 
dollars include cash 
and Government 
securities of 7.5 
million; current 
liabilities totaled 


price yield % 
7.0 
7.3 
6.2 
6.6 
6.6 
5.5 
7.9 
6.6 











funded debt, and 








Preferred, 
therefore, has first call upon the net 
income. From these eight, four may 

osen for closer study—American 
Tobacco, Coca-Cola, Eastman Kodak 
and National Biscuit for special scru- 
liny and appraisal as investments. 

tional comparative statistical: data 
regarding the selected four will be 
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is difficult to imagine them declining to 
the level of 1929 when the stock ranged 
between 11454 and 121%. 

Nothing in the current situation or 
business prospect for American To- 
bacco warrants any loss of confidence 
on the part of shareholders. In all the 
circumstances the yield around 6% at 


3.24 million and 
working capital 
was placed at $13,956,000 at the end of 
1931. Plant, land and buildings are 
carried at less than 7 million dollars. 
Coca-Cola, however, to a great extent 
is a good-will enterprise. The trade 
name sells the product and a liberal 
advertising policy keeps name and prod- 
uct before the world. No great 
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amount of inventory or plant invest- 
ment is necessary as the company 
manufactures the syrup and sells it to 
independent community corporations 
holding exclusive bottling and vending 
franchises. Gross sales in 1930 and 
1931 topped $40,000,000 and yielded 
an operating profit of 16.9 million in 
1930 and 17.1 million in 1931. 

- With the class A stock having first 
call on net earnings, and requiring now 
less than 2 million dollars for dividends 
the issue appears well protected against 
any adversity. Even the possible 
moderation of the country’s prohibition 
policy seems negligibly important in 
view of the fact that the product has 
demonstrated its ability to compete 
against any other beverage, temperance 
or otherwise, not alone in America but 
in 77 other countries—in 33 of which 
bottling plants are operated; the other 
countries import the bottled product. 
One also must consider that the com- 
pany’s policy of gradually retiring the 
class A stock through open market pur- 








American Tobacco Co. 


PREFERRED STOCK 
Earnings and Price Range 

Annual Dividend Rate............... $6.00 
Earned Price range 

per share igh Low 

110% 

- 4.47 115% 

ees 87,27 114% 

. 82.16 120 

96 
95% 








chases provides potential or latent buy- 
ing power which serves as a check 
against what may be politely described 
as unnecessary liquidation. The issue 
has fluctuated over a six-point range 
this year and throughout 1930 held be- 
tween 46 and 5344. At current levels 
therefore it is selling around the low 
for the year. It appears attractive, with 
a yield of approximately 624%, but 
it must be conceded that it has only 
moderate possibilities in the way of 
price appreciation, for it is callable 
at 52. 


Eastman Kodak 


Eastman Kodak preferred presents 
somewhat of an anomaly. The yield 
on the issue is but a bit over 514%, 
the lowest on any of the issues under 
consideration. et net earnings of 
Eastman Kodak ia 1931 were actually 
the lowest since 1914, and as con- 
trasted with 1929—the peak year— 
and 1930 showed a falling off of 40 
and 35% respectively. The actual fig- 
ures were $13,408,785 in 1931, $20;- 
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353,788 in 1930 and. $22,004,915 in 
1929. One must turn to the small 
amount of preferred outstanding for 
an explanation of the failure of what 
is really a tremendous drop in earnings 
to affect seriously the attractiveness of 








Coca-Cola Co. 


CLASS A STOCK 
Earnings and Price Range 

Annual Dividend Rate.............. $3,00 
Earned Price range 

h Low 
44% 
481% 
45% 

44 








the issue. The company, in the first 
place, has no funded debt though the 
balance’ sheet for December 31, 1931, 
reveals, for the first time, a current lia- 
bility item of 4 million dollars in notes 
payable. The preferred stock, consist- 
ing of but 61,657 shares, calls for but 
$369,942 in dividends, and it is ob- 
vious that there is little likelihood of 
Eastman’s earnings being depleted to a 
level at which the preferred dividend 
would be in even probable danger. 
Three months ago the company discon- 
tinued the extra dividend on the com- 
mon—for the first time in 27 years— 
and at the rate of $3 a year, which has 
been the extra rate since 1925, the 
common dividend disbursement this 
year will run approximately $6,800,- 
000 under the distribution in 1931. 
Per share earnings on the preferred in 
1931 were $217.47, against $330.11 in 
1930. 

Eastman Kodak is the leading dis- 
tributor of and producer of photo- 
graphic equipment and supplies, its 
output covering the entire range of this 








Eastman Kodak Co. 


PREFERRED STOCK 
Earnings and Price Range 
Annual Dividend Rate............... $6.00 
Earned Price range 


119% 
123% 
117 
120% 
108 
105 








field, from small pocket cameras to the 
most elaborate of sound and cinema 
film and color photographic devices and 
appurtenances. It is constantly de- 
veloping new products and while in 
certain fields it-encounters-strong op- 


position it retains its leadership. To 
a great extent, however, its products 
are luxuries, even the film industry 
coming within this category, and in 
times of business depression it feels the 
reduction in industrial activity acutely, 

During the fourteen years from 1902 
to 1916 Eastman’s profits showed an 
increase of more than 500%. This was 
during the period of anateur and com- 
mercial photography expansion and the 
development of the motion picture in- 
dustry. From then on, however, the 
company’s progress slowed up, only a 
30% increase in profits being shown 
over the thirteen-year period from 1917 
to 1929, while 1931 dropped below 
1921. Normal business rehabilitation 
may be counted upon to reestablish the 
upward trend in Eastman earnings, but 
it is not so logical to assume that the 
recovery will be at the pace which was 
maintained through the decade that 
terminated with the 1929 all-time high. 
The current year may see the turn in 
the trend of the earnings, even though 








National Biscuit Co. 


PREFERRED STOCK 
Earnings and Price Range 
Annual Dividend Rate............... $7.00 


Earned Price range 
High low 








the profits for the full year may easily 
show a recession from 1931. 
Looking to the future the manage’ 
ment is continuing its policy of physi 
cal expansion of distributing facilities, 


improvement of its manufacturing 
equipment, and extension of its field of 
service. Its laboratory made substan’ 
tial progress in 1931 in the develop 
ment of new and better products. Film 
of greater speed and sensitivity, making 
not only for a higher quality of photo 
graphy but also bringing about a sav 
ing in lighting costs in studio work, was 
brought out. Under the trade name 
of Verichrome, also, a new type of film 
for kodak use was placed on the mat’ 
ket, and during recent months a new 
type of kodak spool, enabling the regu 
lation kodak to accommodate a greater 
number of exposures has been intro’ 
duced. These all testify to the alert 
ness and progressiveness of the mat 
agement and indicate its determination 
to wage a vigorous campaign for a st! 
larger percentage of the available busi’ 
ness than it has enjoyed in recent yeats 
The lowered costs of constru 
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and of equipment in 1931 encouraged 
the company to build and equip addi- 
tions to its plant in Kingsport, Tenn., 
operated by its wholly-owned Ten- 
nessee Eastman Corp. This plant is 
devoted to the production of cellulose 
acetate and solvents, products used 
mainly as the base for film manufac- 
ture though a part of the output is 
employed in manufacturing cellulose 
acetate yarn and acetate molding com- 
pounds. This incursion of Eastman 
into by-product lines promises to pro- 
vide an important diversification to its 
sources of income. 

Notwithstanding the adversities of 
1931 and the currently reduced rate 
of profit, no serious fears regarding the 
future of Eastman need be entertained. 
Reverting specifically to consideration 
of the preferred issue the current re- 
cession in its market price appears not 
so much a reflection of any question 
regarding the safety of the dividend as 
itis a reflection of the increased buying 
power of the income derived by the in- 
vestor from his holdings. 


National Biscuit 


National Biscuit preferred is another 
of the attractive issues in the market 
leader group, which has a first call on 
net earnings because of the absence of 
any funded debt. . The outstanding 
issue is modest, 248,045 shares, requir- 


ing the distribution of less than 1.75 - 


million dollars a year, whereas net in- 


come in 1931 was $19,739,491, a figure | 


that has been exceeded only twice—in 
1930 when the company’s net was 22.9 
million dollars and in 1929 when it 
was just under 21.5 million. The divi- 
dend was earned more than 11 times 
last year and in 1930 more than 13 
times. 


The company was organized in 1898 
and is the world’s largest manufacturer 
of biscuits. It has never reported a 
deficit during its 33 years of existence 
and there is no reason to anticipate 
any change in this respect. It has had 
only four lean years in its’ history— 
1909, 1913, 1915 and 1931—if by 
lean years one is to understand failure 
to show an increase in net earnings 
over the year preceding. 


While originally a manufacturer of 
Oose and packaged crackers and bis- 
cuits, all under the trade name of 
Nabisco, the company early began to 
extend its operations into allied bak- 
ing fields, particularly bread baking 
and breakfast food manufacture. Ac- 
qetion of National Milling Co. in 
25 was of prime importance to the 
fompany as it materially reduced its 
Our costs. More recently it entered 


ice cream cone field and its busi- 
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ness in this quasi-necessity is expected 
to expand substantially because of the 
company’s already extensively devel- 
oped system of distribution. In the 
breakfast food field Shredded Wheat is 
probably its best known product, and 
last year it acquired the Wheatsworth 
Co., manufacturers of cereals, break- 
fast foods and dog biscuits. 

National Biscuit withstood the first 
year of the depression remarkably 
well, but the country’s reduced buying 
power made itself felt in 1931 and thus 
far the downtrend in earnings does not 
appear to have been arrested. En- 
forced reductions in selling prices of 





the company’s products to meet the in- 
tense competition in the industry have 
not been fully offset by the lowered 
cost of materials and other economies 
in operation, but the eventual return of 
normal business conditions holds out 
the promise of a reasonably early sta- 
bilization of earnings and a subsequent 
resumption of the upward curve of 
profits. So far as the preferred divi- 
dend is concerned it is difficult to see 
even a remote threat, to its perma- 
nency, and on a basis to yield 6% or 
more it should appeal to the investor 
who is willing to disregard incidental 
fluctuations in market value. 








4 (N) 
4 (N) 


Norfolk & Western 
Union Pacific 


Whee TR Re csi ee css wacsc 6% (C) 
Consol. Gas of N. ¥ 5 (C) 
New York Steam Corp 7 (C) 
Pacific Gas & Elec, 1st 

Public Service of New Jersey. 8 (C) 
So, California Edison ‘‘B’’....1%4 (C) 
Amer, Lt, & Traction 

New York Steam Corp 

North American Co 

Buffalo, Niagara & Eastern Pr, 1.6. (C) 
North Amer. Edison 6 (C) 
Columbia Gas & Electric ‘‘A’’. 6 (C) 
United Corp. 

Philadelphia Co. ...........++ 


Procter & Gamble (2nd) 
Stand. Brands, Inc., Cum. A.. 
Allied Chem. & Dye 


7 (C) 


Diamond Match 
du Pont (E. I.) de Nemours 


Commerc, Investm, Trust Ist. 6% (C) 
Mathieson Alkali Works 7 (C) 
Lorillard (B.) Oo. ..........05 
General Cigar 

Hershey Conv. .........+e+-+: 
Colgate-Palm-Peet 


C—Cumulative. 
(e) Estimated. 


N—Non-cumulative. 








Preferred Stock Guide 


NOTE: The following preferred stocks are listed solely in accord- 
ance with the current yield on each. The sequence of Guide, therefore, 
does not indicate a preference for one issue over any of the others. 
Readers should observe a proper diversification of commitments in mak- 
ing their selections from this list. 


Railroads 


Div. Rate -—<Earned $ per Share—. Redeem- Recent Yield 
$perShare 1929 
182,20 

49.48 


Public Utilities 


118,62 


Industrials 


151.75 
129.41 
76.88 
97.79 


18.86 
deb. 78.54 
81.92 
98.91 
11.82 
35.92 


21.36 
62.24 


+ Regular rate, $4. 


1930 1981 able Price % 
138.50 92.03 No 70 5.7 
41,30 25.50(e) No 40 10.0 


121,92 
32.69 
16,95t 

5.37 
22.104 
3.63 

20.71 
16.95} 
49.10 
4.97 
49.65 
26.86 
6.46 
28.27 


178.16 5 5.8 
111,03 5 6.3 
63,90 . 6.8 
106.61 5 7.0 
2.86 ’ 71 
20.03 . 71 


56.22 . 7.8 
90.87 . 7.3 
84,68 . 7.3 
81.96 — . 8.1 
64,08 5 8.5 
24,24 . 59 8.5 
49,51 9.2 


On combined preferred, 























ALUMINUM CO: OF AMERICA 





An Industry in Itself, Pioneer Feels 
Full Weight of Business Letdown 


Producer of Lightest Commercial Metal Contends Against 
Unusual Odds .When. Business Sags — Development of 
New Industrial Uses Suggests Eventual Further Physical 
Expansion, but Inadequate Fiscal Data Hampers Investor 


BABY in the 
A family of com- 

mercial metals, 
aluminum has all the 
fascinating qualities 
of its age. Iron, cop- 
per, lead and zinc 
are hoary old men in 
comparison, the 
record of their birth 
lost in the dim and 
distant ages of earliest 
civilization. But with 
aluminum, even the 
present generation 
can say that it has 
seen the metal creep, 
then toddle, for its 
commercial _produc- 
tion is only some 
forty years old. 

It was in 1886 that 
Charles Martin Hall, 
American, perfected 
a method of obtaining aluminum from 
the dirty yellow clay, bauxite, by 
means of electricity. "Hlis.4 
tem, except for physical fe 
still-in se today. Briefly, it consists in 
taking the aluminum oxide, alumina, 
from the bauxite, dissolving it in a 
bath of the molten mineral, cryolite, 
and then the passage of an electric cur- 
rent through the mixture breaks down 
the oxide into metallic aluminum ‘and 
oxygen. It requires about 25,000 kilo- 
watt-hours of electricity to produce a 
ton of aluminum. 

A year or so after Hall had per- 
fected his process, the Pittsburgh Re- 
duction Co. was incorporated. under 
the laws of Pennsylvania to exploit it. 
With visions of rebuilding most of the 
bridges and similar works in the coun- 


By Puiture Dosss 


Calderwood Dam on Little Tennessee River 


lightness of aluminum could be used to 


advantage, the new company made the ' 


Ae = aeey discovery that it was maru- 
a » Fr) 


one wanted 


‘thes niétal. except upon ig basis. It” 


was made into collar buttons, dog col- 
lars, match .boxes and the like and the 
existence of the Pittsburgh Reduction 
Co., which subsequently became the 
Aluminum Co. of America, was made 
miserable by a. pioneering struggle to 
find really meritorious uses for its 
product and to persuade the public to 
accept the findings., : 

At last, however, the company has 
attained a considerable: measure of suc- 
cess. Today, it is ‘still practically the 
only producer of virgin aluminum in 


‘the United States, having been pro- 


tected in the first place by patents on 


try where it was calculated that the .-the extraction process, and now being 
THE MAGAZINE OF WALL STREET 


230 


equally well pro 
tected by virtue of 
controlling all the 
known commercial 
deposits of bauxite in 
the country while at 
the same time owning 
an important interest 
in the rich deposits of 
Dutch Guiana. Fur 
ther protection is af. 
forded by the tremen- 
dous capital outlay 
which is necessary to 
produce aluminum on 
a large scale cco 
nomically. One can- 
not just hook up an 
aluminum plant to 
the ordinary public 
utility, for there 
would be no current 
left for anyone else. 
It is for this reason 
that the company itself owns a num 
ber of generating stations and unde- 
veloped power sites. Certain proper: 
ies located’ in the, northern part of 

ew York State“were transferred in 
1930 to the Niagara Hudson Power 
Corp. and the Aluminum Co. of 
America is credited with owning some 
2,500,000 shares of old stock in the 
former company. 

The pioneering struggle of the 
Aluminum Co. could take only one 
form. It was obliged to discover in its 
research laboratories some article for 
which the metal was suited. And then, 
it had to go out, build a fabricating 
plant, make the article, sell it at @ 
profit and pray that some one woul 
come along, see the light, and start 
manufacturing on his own. n 
Aluminum Co., except possibly in 
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cooking utensils and structural shapes, 
does not desire to be a finished prod- 
uct manufacturer; its aim is only to 
be the producer of a raw material en- 
joying constantly expanding outlets. 

But it is quite easily seen how both 
controlled and uncontrolled circum- 
stances have combined to give the en- 
terprise monopolistic aspects—the sole 
producer, at the same time a fabricator 
whose influence is admittedly such as to 
account for a remarkably stable price. 
The courts, however, have always re- 
fused to sustain the contention of 
monopoly. Indeed, the Aluminum Co. 
is obviously not a monopoly in the 
strictest sense, for there is almost 
nothing made in which other metals 
could not be substituted for aluminum 
if only necessity or economy so de- 
manded. 

Nevertheless, aluminum and the 
Aluminum Co. of America are sufh- 
ciently close to being one and the same 
thing in this country that the future 
of the metal will almost certainly be 
the future of the company just as their 
histories have been identical. What 
are the prospects?—they surely depend 
upon the greater utilization of the 
metal’s curious physical and chemical 
properties. 

The most important and best known 
of these is its relative lightness. Vol- 
ume for volume aluminum weighs but 
slightly more than a third as much as 
steel and considerably less than a third 
as much as copper. Annealed alumi- 
num is extremely ductile and malle- 
able, so that it can be drawn to the 
finest of wires or beaten to the thinnest 
of leaves. Alloyed with small quanti- 
ties of copper, silicon or other elements, 
various kinds of strength are imparted, 
while at the same time the product re- 
tains its characteristic lightness. It is 


n 





ALUMINUM CO. OF AMERICA 
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for these reasons that the greatest pres- 
ent use of aluminum is found in the 
different transportation industries. It 
is to be found in the moving parts of 
automobile engines, in airplanes, the 
framework of dirigibles, and in_ rail- 
road and subway cars. A railroad 
hopper car has recently been con- 
structed .weighing 22,000 pounds less 
than a similar steel car. The savings 
in haulage cost by the use of such cars 
can easily be imagined and, although 
they undoubtedly cost a great deal 
more than were they made of the 
usual materials, it must be remembered 
that aluminum has a high scrap value. 

Aluminum also has a high electrical 
conductivity, despite the fact that it is 
only 60% of that possessed by copper. 
Indeed, volume for volume it is a better 
conductor and this accounts for its 
opularity in high tension transmission 
fines Lighter tower structures are pos- 


4 





sible because of lessened weight and the 
greater diameter of the aluminum wire 
lessens corona loss. While this is the 
most spectacular use for aluminum inthe 
electrical field, the metal is also widely 
employed in wires of small diameter. 
The power to reflect light is another 
important property possessed by alumi- 
num and for this reason it is widely 
used as a paint on airplane and 
dirigible fabrics. In addition, it has 


‘other good painting properties and we 


must have all seen the Aluminum 
Co.’s advertisements in leading mag- 
azines. Incidentally, these adver- 
tisements make a point which has al- 
ready been mentioned. The company 
stresses that it is not a manufacturer of 
paint but that it makes an aluminum 
powder which, when ground in oil or 
other suitable vehicle, has unique and 
desirable painting qualities. This af- 
fords.a concrete example of the efforts 
being made to stay out of the fabricat- 
ing field. 

’ Among aluminum’s chemical proper- 
ties may be mentioned a marked re- 
sistance to nitric acid and other ex- 
tremely corrosive agents and the fact 
that aluminum salts are in no way 
poisonous, so that it can be used for 
cooking utensils, wrapping candy, and 
is most suitable for food containers in 
special instances. It has, for example, 
been used in Norway for packing sar- 
dines for a number of years, as it is 
not practical to pack this fish in an or- 
dinary tin can. The can must first be 
lacquered and a pin point break in the 
lacquer is disastrous. 

Other uses for aluminum in the ‘ton- 
tainer field include collapsible tubes. ‘It 
is also extensively stamped into caps 
for glass jars and bottles. It is even 
rumored that the Aluminum Co. is 

(Please turn to page 251) 





Aluminum Co.’s New Kensington; Pa., Works 
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Foods Still Fight Depression 


_ While it is now known that the list 
of really depression-proof companies is 
actually much smaller than was gen- 
erally supposed a year or two ago, it is 
interesting to note that the inclusion 
of the food companies in this category 
has proved less ridiculous than most of 
the examples. Last year a representa- 
tive group of three dozen miscellane- 
ous food manufacturers reported a de- 
cline of slightly more than 25% in net 
profits compared with the previous 
year, while industrial profits in general 
declined 80% or so. Making the same 
comparison between the first three 
months of 1932 and the first three 
months of 1931, almost exactly the 
same . percentages of decline’ were 
shown by foods and by industrials. 


The Proposed Electric Current 
Tax 


The recent sharp decline in public 


utility common and preferred stocks 
could be directly attributed to the 


For Profit 


Howell amendment to the Senate tax 
bill which called for a tax of 3% on 
the sum for which the energy is sold 
and specifically stated that the utilities 
must pay it out of net income. While 
this. department has always contended 
that a government could blight pros- 
perity faster and more effectively than 
any other known agency, even it found 
such a proposal as the Howell amend- 
ment surprising, to say the least. 
Think of what it meant—a tax which 
carried a 3% decline in gross revenues 
down to the ultimate stockholder. 
Among the strongest operating public 
utility companies there are not many 
where 20% of the gross is applicable 
to the common stock and even in these 
cases the earnings applicable to the 
junior securities would have been re- 
duced 15%. In many holding com- 
panies considerably less than 10% of 
the operating company’s gross is ap- 
plicable to the holding company’s com- 
mon ‘and in these cases the proposed 
tax would have wiped out at least a 
third of the latter’s equity—perhaps 
all. In smaller degree the effects would 


have been the same for preferred stocks 
and bonds. Is there any wonder that 
holders of public utility securities be- 
came panicky? Fortunately, some one 
in the Finance Committee was sensible 
enough to eliminate the dynamite from 
the bill. It has been reworded so that 
the 3% tax will be borne by domestic 
and commercial consumers, while in- 
dustrial consumers are expressly ex: 
cused. As a result there was a very 
substantial rally in public utility securi- 
ties of all sorts. But the disheartening 
part of the whole business is that tax 
and other bills are proposed recklessly 
without any thought whatsoever of the 
consequences and, even should they be 
corrected eventually, damage has been 
done. There were undoubtedly in- 
vestors of public utility securities 
forced out on the last decline with 
great loss, only to see their holdings 
come back immediately to a point 
where they could have continued to 
keep them. Nothing is to be con 
demned more at the present time, when 
solvency is hanging by a hair, than any 
move causing a wave of liquidation. 
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_One-Line Analyses of Common Stocks in this Issue from The 


Information as of 





—t 


, Company 


o 
U 


Business 


Funded” 
Debt 


2 yy DEVIDENDS 
Record | 











Tag am,Co..of Am 
4 Atchine + Top. & Santa Fe. . 
Johnson 
Monge Foods 
Homestake Mining 
International Shoe 





None 
312,000,000 
pane 
; Non 
125 nen 000 
None 
None 


Metallic aluminum 
* Transcontinental carrier 
C2 | Shoe manufacturing 





I 


O00] acre cone] 


136,583,746 
930, 
None 
3,283,000 
...| 38,418,591 
. one 


32 div. p 
q-5/1 
32. diy, P 


q-3/15 











s 
St 
Ss 
1 
; 


‘ool worth Co. 








Z2Z2LZLZOZZZZZZAZZOZZZQ 2F 


- ++] 52,370,367 
. [137,355,866 
8,398,000 
118,929,102 
12,758,700 


Integrated oil won 
d oil 





Integrated oil compan ee 
Oil prod. aang ”. 











3,437,500-M 


3/15 
$-6/15 


4/1 
20 | 9-7/1 
9,750,000 ¥ q-6/1 


























M—Mortgages *—Extra dividend payments have also been made‘in the past year 
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The Stockholder 





and Income 


An Important Dividend Reduction 


The recent reduction of the com- 
mon dividend from $10 annually to $6 
annually on the part of the Chicago, 
Burlington & Quincy Railroad Co. will 
possibly have far-reaching repercussions 
upon the security holders of the two 
Northerns. The latter each hold some 
830,180 shares of the Burlington, so 
that the dividend reduction will make 
a difference of about $3,321,000 to both 
roads. Translated into par-share earn- 
ings it means about $1.34 less for the 
great Northern and approximately 
$1.40 less for the Northern Pacific. 
Or, looked at from the bondholders’ 
point of view, it amounts in the case 
of the Great Northern to about one- 
sixth of the sum necessary to pay fixed 
charges and in the case of the North- 
etn Pacific to slightly more than a 
fourth of the corresponding sum. 

x * & 


Bendix and the Stock Market 


It was only last fall that the officials 
of the Bendix Aviation Corp. stated 


in effect that the stock of their. com- 
pany was too low and that they were 
buying it, presumably intimating that 
the public would do well to get aboard 
too. We commented unfavorably 
upon such action in this department 


at the time and our misgivings appear. 


to have been justified. Bendix Avia- 
tion stock recently sold at $414 a 
share, or roughly one quarter of the 


price it commanded at the time of the’ 


official intimation. Yet, last month 
the company omitted its dividend for 
the avowed purpose of purchasing a 
substantial block of stock in the open 
market. This raises several interesting 
points. A cynic might inquire whether 
the company’s officials bought too 
much stock last fall, and as to the 
merits of employing the company’s 
funds to bolster the market. Even ad- 
mitting that the long-term interests of 
the public at large predominated at the 
passing of the dividend, it is to be de- 
voutly hoped that the stock market 
judgment of the Bendix officials proves 
better than it has been in the past. 
The more we see of companies operat- 











ing imgtheir-own stocks the more we 
are convinced that laws—as exist in 
foreign countries — prohibiting such 
stock market operations are to be com- 
mended. Stockholders should protest 
bitterly everyentry into the stock mar- 
ket.on the part of their companies, re- 
gardless of how laudable the objects of 
any particular foray. 





Gold Bonds 


We are among the few nations of 
the world where bonds customarily 
have a clause specifying the obligation 
to be payable in gold. There is at the 
present time much curiosity as to 
whether this would protect a holder in 
the event of currency depreciation 
and, without anticipating that the 
problem will become a practical mat- 
ter in the near future, an opinion 
might be ventured in view of the wide- 
spread interest. The courts have al- 
ways upheld the validity of the gold 
clause in so-called legal tender cases, 

(Please turn to page 255) 
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The Readers’ Forum belongs to the readers of THE MAGAZINE OF WALL STREET 
and is intended exclusively to serve them in the discussion of problems of general 


investment interest. 


This department welcomes and invites contributions from its 


readers without imposing rigid restrictions as to their choice of subject matter. Stories 
of personal experience with, or personal opinion upon, investment problems, are 


particularly appropriate since they often are of interest to many. 


The services of 


this department also are available for answering investment questions of general in- 
terest excluding inquiries regarding the position or prospects of individual securities. 
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Blaming the Stock Market 


Politically Inspired Restriction of Specu- 
lative Markets Will Harm the Investor. 


By Harotp OrTHWIN 


HE recent attempts to blame the stock market for the 
crisis developed during the present depression will 
accomplish no good, and can only result in aggravat- 

ing. the situation. True enough, severely contracted: busi- 
ness activity, swollen unemployment figures, and extremely 
low security prices are no pleasure, but they cannot be over- 
come by harassing the market. However, the public feels 
that some one is to blame, so, as happened many times be- 
fore, the market is forced to bear the brunt of its discontent. 

What results is a lot of bungling legislation, which only 
makes a bad situation worse. Short selling is put under fire 
and is to be limited, heavy taxes are proposed on stock 
transfers, and the entire exchange is subjected to an investi- 
gation. 


Effect of Short Selling 


Now many students have recently given a vast amount 
of study to the problem of short selling. Despite all their 
research, no one seems to be able definitely to ascertain its 
effects on prices. If short selling is the.cause of the accentu- 
ated decline in security prices, how can we account for 
the collapse of real estate values, as well as the losses in 
value of hundreds of commodities and-.other items? 

Over a reasonable period of time, it is a sound conjecture 
that the market must reflect the true value of any security. 
Hence, at the most, the effects of both the long and short 
speculative position, must only be temporary. 

What short selling does accomplish, however, is to make 
for an active market, a factor, the value of which, we shall 
discuss in a later paragraph. 

The proposed heavy taxes on stock transfer have already 


accentuated the decline in the ~price»of Stock Exchange’ 
seats. If passed, these, too, would have the effect of reduc- 
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ing the amount of trading. A further result will be that 
they will discourage investment in new enterprises, since 
the potential investor will be restrained by the fact that in 
case of the need. for liquidation, he will have to pay, in 
addition to the brokerage fee, a sizable tax. 

Before legislators tackle the market, it might be well for 
them to become acquainted with the service which the mar- 
ket performs under our economic system. 

First of all, the market, in giving a cash value and a 
practically instantaneous liquidity to billions of dollars of 
securities, makes for an elasticity of credit, which gives a 
sound basis for expansion. Without this liquidity, there 
would be a shrinkage in credit, which iri turn would reflect 
itself in a shrinkage of business activity. However, the 
mere. existence of the market does not make for liquidity; 
it is the people who buy and sell’6r'the exchange who are 
responsible for this factor: sn sstonenee 

Now in spite of all criticisms of the floof'‘trader and 
the short seller, it is obvious that they perform a valuable 
service, in that they give greater activity to trading. Re- 
duce the activity of trading, and the possibilities of the 
investor, in realizing cash instantly from his securities, are 
correspondingly reduced. 


Assuring Liquidity 


Hence it is evident that if securities are to remain 4 
liquid asset, and if this liquidity is to be assured, it 1s 
necessary to encourage an active market. This, of course, 
can never be accomplished by restricting the floor trader 
or placing heavy taxes on stock transfers. : 

Another advantage of an active market is that prices 

(Please turn to page 248) 
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Reduce the Cost of Business 


Two Readers Argue the Merits of Lower 
Prices — A Question of Sound Rail Relief 


Editor, READERS’ FoRUM: 

Assuming that it does not make any 
difference to the farmer's financial wel- 
fare whether the costs of things he 
needs to buy come down or the prices 
of the things he has to sell go up, so 
a fair ratio is resumed, why would it 
not be better for the country, as a 
whole, to have the former come down? 
I should like to see a short concise 
atticle on this. To my mind one point 
would be that less gold would be 
needed to conduct the world’s business 
satisfactorily. 

A second point would be that there 
is still a class of people of sterling 
character who made their money be- 
tween the late seventies and the war 
period by working ten or twelve or 
more hours a day and who loaned 
much of it to farmers who now claim 
they cannot pay their indebtedness. 
Now these no-longer-young people are 
entitled to a living—people who, if 
they have not already used up their 
little remaining capital, are fast doing 
s. It seems to me that these people, 
many of whom are from seventy-five 
to eighty-five years old should be al- 
lowed to exist even though their 
creditors have deprived them of the 
trips and vacations that long hours of 
toil deprived them of in their youth. 
Lower living costs, including coal and 
taxes, would benefit them. 

There is a third class of people who 
might be benefited. I am not quite 
sure just how it would work out, but 
it seems to me that the wage earner 
with three or more dependents who is 


unfortunate enough to be ill and, de-, 


prived of his wages for a month or 
more would be better off if living costs 
were down rather than wages up. Per- 
sonally, I think a slow wage rise more 
healthful than a rapid one—say 5 to 
10% in a decade. For instance, let 
the man who was getting two dollars 
in 1912 get two forty today and the 
man who was getting five dollars a 
yY get six. I think it would be 
alrer to every generation and perhaps 
te would be more employment and 
ewer machines and fewer night clubs. 
I should like to see someone make 
a plea for lower prices rather than 
er. What does THE MAGAZINE 
oF WALL STREET have to say about it? 
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Perhaps the present scale would do for 
everything excepting coal and taxes. 
Although it seems to me that wages 
and salaries should still come down 
some—the question is how much? 

If we ever again have prosperity, I 
hope that individuals, corporations, 
cities, states, and nations will never 
mortgage their future as they have 
done. This spending all of your own 
money and then borrowing the sav- 
ings of others, either directly or in- 
directly, has brought a lot of grief to 
both the thrifty and the thriftless— 
besides it is dishonest to borrow a lot 
of the other fellow’s money and not 
repay him and then tax him to pay for 
your roads, police, firemen, and per- 
haps even your food. 

Far too many spent all of their 
money and then all of their credit 
(others’ money) upon real estate, se- 
curities, automobiles, furniture, clothes, 
skyscrapers, etc., etc. Finally, when 
the future was mortgaged to the limit, 
there was no more credit. Factories 
slowed up, men were let out, neither 
salesmen nor goods traveled the rail- 
roads to any great extent and here we 
are. Why not try to do business on 
lower prices and not make our gold 
work so hard? Possibly there will have 
to be a little inflation to start things 
but it should be little so that it could 
be held in check or withdrawn at any 
time.—JEssiE K. Cray. 


Wages and Profits 


Editor, READERS’. FORUM: 

The cause and cure of the depression 
are extremely interesting and impor- 
tant subjects at the present time. 

When a disease that is not fully un- 
derstood by the doctors spreads over 
the country, the physician does not 
merely find out all about how the pa- 
tient feels and then retire to his study 
and write an article giving his theory 
of what the cause of the disease is, 
and how it can be cured; on the con- 
trary, he goes to work, takes a sample 
of the patient’s blood, brings out his 
test tubes and his microscope, and tries 
to find the germ that is causing the 


trouble, and then is able to produce a,,, 


serum which will cure it. 


_also. lose their, buying power. 


Let us therefore look closely into 
the causes of the depression and see if 
it is possible to suggest a cure. 

When we. examine the patient we 
see at once a condition of great weak- 
ness and debility and decide to make 
an examination of the blood. When 
we do this we find the probable cause 
of the. sickness is the almost total dis- 
appearance of the red corpuscles in 
the blood. These red corpuscles are 
what we call profits, and we know that 
if those are lacking there can be no 
health for the patient until they are 
restored: 

At. present the doctors are giving 
the railroads a blood transfusion which 
it is hoped will prolong their lives a 
few months longer. 

It would be much better if they 
could wake the railroads up from their 
coma, persuade them that what is 
needed is a little self help, and get 
them to take an axe and go out and 
slash off about 30% of the cancer of 
high wages that is eating up all and 
more than all of their profits. 

When a depression comes on and 
the railroads find their profits are de- 
clining the very first thing they do is 
to cut expenses. This is the worst and 
most fatal policy they can pursue. They 
discharge a large number of men whose 
buying power is at once cut off. They 
stop buying rails and. all other supplies 
and that has the immediate effect of 
causing a vast number of other men 
to be thrown out of employment, who 
All this 
of course has a very bad reaction on 
the: railroads, themselves, causing them 
to lose still more business. 

We must bear in mind that all this 
great and suicidal destruction of busi- 
ness is caused by a desperate and per- 
fectly legitimate. attempt on the part 
of the railroads to’ retain their profits 
which they know are vital. 

When a depression starts the first 
great visible sign is a crash in the stock 
market. Then or probably before this 
time commodities begin to make new 
lows right along... Now if it was pos- 
sible to have the: cost, of labor decline 
as all other commodities declined in 
cost, then we would have an ideal ar- 
rangement, because. if this occurred, 

(Please turn to page 254) 
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Little Encouragement to be Derived Yet 
From General Business 





Machinery 











Suffering Acute Depression 


At no time in the present century 
has the machinery manufacturing in- 
dustry witnessed such severe recession 
as it is undergoing at present. Steel 
sheets, used in nearly all fabricating 
operations for making machinery, 
serve as a good index of the volume 
of operations for machinery business as 
a whole. Takings of this product by 
the machinery trade have declined 52% 
since this time a year ago. New orders 
for grades of steel employed by tool and 
machinery factories have dropped 48% 
since May, 1931, indicating that the 
summer months will show additional 
curtailment. The machine tool end of 
the industry has been very hard hit, 


(Please turn to page 255) 








COMMODITIES* 


(See footnote for Grades and Units of 
Measure) 
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(1) Sheets, Pittsburgh, cents per lb. (2) 
Bars, Pittsburgh, cents per Ib. 
Valley, $ per ton. (4) Electrolytic, cents 
per lb. (6) Pig S. Y.) o per lb. (6) 


, cents per Ib. 

(16) Cuban, raw 96 deg. deliv. (N. Y.), 
cents per Ib. (17) News Rolls (N. Y.), 
. (18): Yellow pine boards, f.o.b. 














THE TREND IN MAJOR INDUSTRIES 


STEEL—Output has receded further, with early June operations at only 
23% of capacity. Despite somewhat better structural steel and tin 
plate orders, coupled with indications of better automobile require- 
ments, steel prices have softened. With scrap prices at new all- 
time lows further marking down in finished products is expected 
soon. Although most steel firms have cut wages 15% the loss of 
business has augmented deficits. 


PETROLEUM—Crude oil output is running at the rate of 2,200,000 
barrels daily, compared with 2,400,000 barrels a year ago. The 
recent rise in average crude prices from 75 cents a barrel to 90 
cents has been maintained, and most oil companies are showing 
profits for the first time in 18 months. Refineries have lowered 
operations to such a degree that stocks of gasoline are well below 
those of a year ago. 


COPPER—Anticipating the tariff on copper, which has just been ap- 
proved by the Senate, Chilean copper producers have shipped for 
storage in the United States over nine months’ normal exports. This 
accretion to the already enormous supplies of unsold metal on 
hand has so weakened quotations that even at the record low of 
5Y% cents a pound for domestic delivery practically no buyers 
are in the market. 


LEATHER & HIDES—The three largest shoe manufacturers in the 
U. S. have recently dropped operations to a 5-day week, instead 
of working on the 5-day basis. Weaker tanner demand has been 
felt in the hides market and raw hide futures at New York have 
declined to new lows, with June futures at 3.68 cents a pound. 
There is small chance of immediate betterment in hide prices, as 
quotations are responsive mainly to the demand, which is declining. 


TIRES—lIntense competition between the leading tire manufacturers 
has broken out anew, concessions of about 10% having been made 
to the larger mail order houses for mid-summer delivery. The 
Chicago mail order distributors persistently cut prices, and the 
tire industry in order to obtain quantity orders has followed their 
lead. Practically no profits are being made by even the most 
efficient tire companies and the outlook is dark. 


CHEMICALS—Large accumulations of inventories are depressing 
prices, especially on many grades of heavy chemicals. Industrial 
demand has dropped steadily for products used by the steel and 
paper companies. Composite price indexes for chemical products 
have held steady for the past three months, declining profits re- 
sulting chiefly from smaller sales. 


RAYON TEXTILES—Stock viscose yarns were cut 10 cents to 20 
cents a pound in early June. The larger producers are shutting 
down their plants, and do not expect to re-open until some time 
in July. Operations are increasingly unprofitable, especially with 
silk offering heavy competition on a cheap price basis. Distress 
liquidation of stocks has added to the troubles of the industry and 


recovery appears remote. 
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Common Stock Paice INDEX 
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STEEL OPERATIONS 
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Our Personal Service Department is prepared to offer advice on any security in 
which you may be interested or on the standing and reliability of your broker. This 
service in conjunction with your subscription should represent thousands of dollars in 
value to you. It is subject only to the following conditions: 


1. Be brief. 


2. Confine your inquiries to three securities only. 
3. Write name and address plainly. 
Special rates upon request to those requiring additional service. 








ENDICOTT JOHNSON CORP. 

I am looking for an investment with a 
good yield and profit possibilities over the 
long pull. I am not worried over minor 
price movements if the company is sound 
and has real prospects. I have been study- 
ing the market action and earnings record 
of Endicott Johnson Corp. and believe that 
this stock meets my requirements. What 
is your opinion? Do you advise moderate 
commitment at this time?—H. D. O., 
Chicago, IIl. 

The stable basic demand for shoes 
and the manner in which earnings of 
the leading manufacturers respond to 
any upturn in production was well 
demonstrated by Endicott Johnson in 
the 11 months ended November 30, 
1931. With inventories well deflated, 
this company experienced an improve- 
ment in demand during April, 1931, 
maintaining this improvement at levels 
18% to 20% above the corresponding 
periods of 1930. In consequence, earn- 
ings available for the common stock 
amounted to $4.84 a share compared 
with earnings of only. 14 cents a share 
in the full year 1930. <The'tomparison 
must be made on this basis ‘becaus 6f' 
the recent action of the company in 
changing its fiscal year to the period 
ended November 30. Through the first 
months of 1932, the gain in sales was 
maintained, being about 20% above 
the corresponding months of 1931. The 
company, one of the two largest shoe 
manufacturess in the country, is in 
a strong financial position. In the bal- 
ance sheet dated November 28, 1931, 
the company hid’ current assets of 
$26,555,533 including cash of $3,920,- 
859 against total current liabilities of 


$2,809,435. In the November balance 
sheet, equities for the common stock 
alone of $23,228,069 or $5'7.30 a share 
were shown, after allowing $125 a 
share for the preferred stock and in- 
cluding reserves, but excluding $17.25 
a share good-will. The company’s 
products are sold through over 50,000 
retailers, through mail order houses and 
through the company’s own stores, 
making for considerable stability in 
distribution. The $3 annual dividend 
rate would appear to be well secured 
by earnings and balance sheet position, 
and we see no reason to question its 
maintenance at this time. Onthe basis of 
yield, demonstrated earning power and 
net asset value, we feel that the shares 
possess qualifications which entitle 
them to consideration for purchase or 
retention for the long pull. 


GENERAL FOODS CORP. 

Will the present Congressional investiga- 
tion as relates to General Foods have any 
effect upon the future operations of that 
company? Y paid 41 for 100 shares of this 
stock and would like your opinion. Do 
you advise holding? What about an addi- 
tional purchase to average down my cost? 
—E. M. R., Detroit, Mich. 


Although General Foods Corp. in its 
present form is of comparatively recent 
origin, the parent company, Postum, 
has been long established as an impor- 
tant factor in the package food indus- 
try in this country. The package food 
business lends itself readily to the con- 
solidation of small units, because of the 
advantages to be derived from central- 


ized advertising in this division. Ob 
viously, in a time of generally curtailed 
purchasing power, prices of trade- 
marked foods have turned downward 
in common with prices for bulk pro 
visions. Furthermore, the stronger com- 
panies are able to offset this trend to 
some extent by increasing their sales 
and adding new lines. General Foods 
offers an excellent illustration of the 
benefits of merging small food manu 
facturing enterprises. In 1931, the 
company reported net earnings equal 
to $3.44 a share against $3.63 a share 
in 1930 and $3.68 a share in 1929. 
Thus far in 1932, conditions have been 
even more difficult as evidenced by the 
decline in chain store sales, and con- 
sequently the first quarter net of 84 
cents for General Foods compared with 
$1.05 in the like 1931 period should 
not be considered discouraging. Thus 
far, the $3 annual dividend rate has 
been comfortably ‘supported by earn: 
ings and by the strong financial posi- 
tion of the company. At the close of 
1931, the company had current assets 
of '$35,787:730 including $10,504,278 
in cash against current liabilities of 
$5,405,543. We anticipate that the 
varied established lines of General 
Foods will continue to afford the com 
pany considerable stability of earnings. 
The more dynamic possibilities are in’ 
herent in the “Frosted Foods” process 
for the quick freezing of meat, vege 
tables and fruit. Developments thus 
far have been satisfactory, but a long 
time is required to install the equip 
ment needed to handle the proc 
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product. In the light of present con- 
ditions, it appears that the Postum Co., 
predecessor to General Foods Corp., 
paid a relatively high price for its in- 
terest in Frosted Foods. However, we 
feel that current quotations for the 
stock discount this as well as the 
moderate cecession in earning power, 
and feel that inclusion of the stock in 
a well balanced portfolio will prove 
profitable for those willing and able to 
exercise patience over the near term. 


UNION CARBIDE & CARBON 
CORP. 


Do you think present prices of Union 
Carbide and Carbon pretty well discount 
the unfavorable factors or do you think 
earnings may continue to decrease necessi- 
tating even further dividend reductions and 
price decline’ It would seem to me that 
in view of the way their chemical division 
is holding up, that any slight pick up in 
either the steel or automotive industries 
should enable rapid recovery of earnings 
in this department... A friend has advised 
me to sell but I am rather “bullish” on this 
company for the “long pull” and would ap- 
preciate your opinion—L. H.. K., Boston, 
Mass. 

Union Carbide & Carbon Corp. is 
a completely integrated unit and oc- 
cupies a strategic position in the do- 
mestic chemical industry, manufactur- 
ing a wide diversity of products, the 
demand for which assures the company 
of a substantial volume of business of 
exceptional stability under normal con- 
ditions. Many of the company’s prod- 
ucts are taken in a large volume by 
basic industries, and for this reason, it 


would have been very unusual for the | 


company to escape the vicissitudes of 
depression. Nevertheless, and — con- 
sidering the conditions with which 
earnings have been subjected, business 
in the company’s major divisions has 
held up much better than might have 
been expected. Operations last year 
produced profits equivalent to $2 per 
share on 9,743,000 shares of stock con- 
trasting with $3.12 per share earned in 
1930. Reflecting the relentless con- 
traction in industrial activity and gen- 
eral business,, profits of Union Carbide 
suffered a further recession in the 
initial quarter of the current year, and 
were equivalent to only 22 cents a 

e on the common stock. Conse- 
quently, the management has followed 
a conservative course and reduced divi- 
dends to 30 cents quarterly—the sec- 
ond reduction: this year. Financial 
Position of the company at the close of 
last year was excellent, and the adjust- 
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York Cathedral—England 


HOLLAND 


A hospitable, happy 
people that make the 
traveler welcome, and 
comfortable. Of course 
you will see the famous 
canals ; . dikes . . and 
windmills . . the charm- 
ing Dutch landscapes 
that inspired Rubens 
and Rembrandt. 

You willlike the spot- 
less cleanliness every- 
where, the peacefulness 
and good, comfortable 
Dutch living. 


Holland America 
Line 
Passenger Office: 
New York 
24 State Street 
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everywhere. 


Mont St. Michek—France Stolzenfels Castle—Rhine 


[E your personal efficiency has suffered (as it 
most likely has!) from the epidemic depression, 
travelis the cure. A few weeks of different customs 
and contacts, changing scenes . . the delightful 
suspense of nearing new ports . . carefree relaxa- 
tion at sea . . these will refresh your mind and 
body, and prepare you to carry on again with new 
vigor and increased success. Go to Europe! 

The museums, with their treasures of art and 
culture are still there.to be visited and enjoyed .. 
all the things you have wanted to see for the first 


’ time, or again. 


And now you can visit Europe so reasonably! 
Transportation and hotel rates are the lowest in 
years; your dollar buys more of the comforts and 
luxuries of living . . in the delightful Continental 
manner. This is the time to gol 


Solid Comfort at Sea 
For hundreds. of years Holland has been a fore- 
most maritime nation’. . her shipbuilders, navi- 
gators and sailors benefit from many generations 
of experience. and tradition. This is reflected in 
the great Holland America fleet, headed by the 
STATENDAM, magnificent liner of 30,000 tons 
register, which makes the crossing in less than 7 
days . . and including the wholly modernized 
ROTTERDAM (25,000 tons register), with its 
beautiful, spacious cabins; the splendid sister 
ships) VOLENDAM and VEENDAM. Hospit- 
able Holland’ America service is renowned . . as 
is the superb cuisine, the typical Dutch cleanli- 
ness and all the careful attentions that make 
for solid comfort at sea. mate 
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recognition in normal quotations for 
the shares which obviously are not un- 
dervalued on a comparative basis at 
this time. Sustained improvement in 
earnings must await a resumption of 
trade activity on a more normal scale, 
and, in the interim, it is not incon- 
ceivable that the shares will sell some- 
what lower. The possibility of a fur- 
thur reduction in dividends must also 
be considered. If, however, you are 
prepared to retain your commitment, 
regardless of transitory market move- 
ments, we feel that over a reasonable 
period of time, such action would be 
justified. 


J. C. PENNEY CO. 


I am of the opinion that it is about time 
for me to average down my cost on 150 
shares of J. C. Penney purchased in 1930 
at a little above 35. All through 1930 and 
1931 it did not break through 26 and at 
present prices it would seem to me time to 
buy a little more. What ts your opinion; 
‘also please tell me how their sales and 
earnings are holding as compared to other 
rad companies.—E. J. K., Providence, 


Although chain store companies 
as a whole have maintained compara- 
tively satisfactory profits during the 
current depression, accomplishments of 
J. C. Penney Co. have been exception- 
ally remarkable. Despite the decline 
of 10% in dollar sales volume during 
1931, Penney reported an increase of 
7% in net profits over that of the 
preceding year, as well as reporting 
the strongest cash position at the year- 
end, in its history. This favorable 
showing reflects the ability of the man- 
agement to keep in constant adjust- 
ment with changing economic condi- 
tions. Although operating expenses 
have been cut to the bone, efficiency of 
the system has in no way been en- 
dangered. Moreover, the steadily de- 
clining market has enabled the com- 
pany to pass its savings in merchan- 
dise costs along to its customers, a fac- 
tor that has largely contributed to the 
increase in number of: unit sales and 
profit expansion during the year. Thus 
far during the current year, the decline 
in dollar sales volume has continued, 
but profits are being maintained at 
satisfactory levels. For the first four 
months, total sales amounted to $44,- 
609,655, a decrease of 5.2% from that 
of $47,076,943, a year earlier. The 
decline in sales volume for the period 
is believed to be considerably lower 
than the average for chain stores. 
Present indications are that net income 
applicable to dividends on the common 
stock for the initial half of 1932 will 
approximate $1.50 which will compare 
with $1.46 a share registered in the 
first six months of 1931. The balance 
sheet at the close of last year revealed 
$5,298,550 cash and $8,453,679 in 


Government obligations that matured 
before March 31, this year. A recent 
bulletin of the company indicated that 
these maturities were re-invested, and 
that cash remained substantially un- 
changed ‘from “that at the close of last 
year, with no funded debt and no bank 
loans. The company reported a cur- 
rent ratio of 12 to 1, and net working 
capital of $48,000,000 at. the year end, 
an. increase of $4,000,000 during the 
year. In the light of the foregoing, 
there appears to be little danger of dis- 
turbing present dividend rate during 
the balance of 1932, at least. When 
consideration is given to the strong 
position and aggressive management, 
the common stock offers an excep- 
tionally liberal income return at cur- 
rent. levels. Confidence on the part of 
present shareholders is warranted and 
we favor averaging the cost of your 
present commitments. 


INTERNATIONAL SHOE CoO. 


I noticed that the spread between high 
and low prices of International Shoe com- 
mon thus far during 1932 ts less than 10 
points. Is not this narrow range unusual 
in the face of the prolonged decline of the 
market as a whole? I have been thinking 
of taking on a block of this stock, and 
would like to have the benefit of your 
valued opinion before taking definite action. 
—H. P. S., Jersey City, N. J. 


The shoe business generally did rela- 
tively well in 1931, and the leading 
enterprises operating in that field 
were able to maintain a satisfactory 
volume of sales and earnings in spite 
of prevailing business conditions. 
Among the larger units in the field, 
the International Shoe Co. reported for 
its fiscal year ended November 30, 
1931, consolidated net income of $9,- 
744,815, equal after 6% preferred 
dividends to $2.55 a share on the aver- 
age number of shares outstanding dur- 
ing the year, against $12,874,104 or 
$3.26 a share, in the preceding fiscal 
year. Net sales have been declining 
steadily from the peak of $132,110,130 
in 1929, to $102,393,618, in 1930 and 


' to $86,802,294 in the 1931 fiscal year. 


The company failed to cover its $3 
annual dividend rate on the common 
stock by a considerable margin in 1931, 
maintenance of dividends at the regu- 
lar rate resulting in a deficit after pay- 
ments of $1,595,769. The company 
on November 30, 1931, was in a strong 
financial position, with current assets 
of $59,761,261 including $21,382,687 
cash and call loans, against current lia- 
bilities of $3,013,167, but it is evident 
that the $3 rate cannot be continued 
indefinitely in the absence of some re- 
covery of earnings. There have been 
some price adjustments in the retail 
shoe field lately and recent dispatches 
from St. Louis indicate that the Inter- 
national——Shoe- Co.'s operations. have 


been dwindling through the spring. 
Bookings are smaller than they were 
a year ago, but it is claimed that they 
are still sufficient to maintain opera- 
tions at a profitable level. With prices 
reduced and output smaller, earnings 
for the 1932 fiscal year cannot be ex- 
pected to equal those for the last period 
in the absence of a now unforeseen 
stimulation of business through the 
summer months. The company ac 
quired 250,000 shares of its own stock 
in the course of 1931. The only capi- 
tal liability ahead of the common stock 
is the 100,000 shares of $100 par 6% 
preferred stock. On November 30, 
1931, $22,185,666 of the company’s 
total assets of $96,195,054 were tied 
up in inventory, a reduction of more 
than $4,000,000 from the previous 
year, but still constituting a specula- 
tive element in view of the price situa- 
tion in the leather and finished shoe 
trade. Under the circumstances, we 
concede the longer term possibilities for 
this company, but we do not regard the 
shares as undervalued at the present 
time, nor feel that the need for hasty 
accumulation is apparent. 


NATIONAL CASH REGISTER 
Co. 


What would you advise me to do with 
135 shares of National Cash Register pur- 
chased at prices well above present levels? 
Do vou think it would pay to close out my 
holdings entirely or do you see any signs of 
improvement ahead that might warrant ad- 
ditional purchases to cut down my original 
price?—A. J. G., Yonkers, N. Y. 


Dominant in the cash register field 
and with a broad line of accounting 
machines, credit files and other spe- 
cialty office apparatus, National Cash 
Register is necessarily closely depend- 
ent upon active general business for its 
sales volume. ‘Thus, in the period 
which culminated in 1929, when exist: 
ing enterprises were being expanded 
and when many new companies were 
starting in business, the demand for 
cash registers and similar equipment 
was mounting rapidly. The replace 
ment demand for adh registers is not 
great due to the long life of the prod- 
uct. In 1928, National Cash Register 
reported sales of $48,978,285, the total 
rising to $57,607,181 in 1929, and sub- 
sequently dropping to $45,380,767 in 
1930 and to $28,870,302 in 1931. Net 
profits last year were $824,339 com: 
pared with $3,584,530 in 1930, $8, 
339,639 in 1929 and $7,817,571 im 
1928. However, in the first quarter 
of 1932, the company gave evidence 
that the downward trend had been 
checked. For the quarter, a consoli 
dated net loss of $339,654 was fe 
ported, compared with a net loss 0 
$373,183 in the first quarter of 1931. 

(Please turn to page 246) 
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Special Combination Thrift Offer for 
Readers of The Magazine of Wall Street 


Brief Statistical Reviews and Expert Ratings of Over 
1600 Listed Securities—Alphabetically Arranged. 


UR monthly ApjustaBLe Stock RatTINGs are of 

inestimable help to all subscribers to THE Maca- 
ZINE OF WALL STREET in keeping up to date on all 
securities in which they may be interested and in 
checking changes in the outlook for securities previ- 
ously purchased. 


Now, more than ever, with business turning the corner, 
you will want the guidance of THE MAGAZINE OF 
WALL STREET supplemented by our ADJUSTABLE 
Stock RatTINGs so that you can— 





—Avoid companies not likely to recover. 


—See at a glance any danger signals on previous 
purchases, 


—Know what industries are progressing—which are 

declining. 

120 Pages ” 
Pocket Size —Know what companies offer the soundest profit 


Revised possibilities. 
Monthly —Have all the essential facts all the time. 


Issued on the 15th of each month. 
Regular Annual Subscription Rate $2.50. 


See coupon for special combination offer. 





If you are already a subscriber to The Magazine of Wall Street, write at 
once for special offer that will enable you to have this guide every month. 
Newsstand readers can obtain this valuable guide by taking advantage of 
special offer below. Every investor needs the guidance of this rating book 
—1932 profits depend on knowing the actual prospects for your company. 
This book gives you the latest available facts every month. 











SPECIAL COMBINATION OFFER 
The Magazine of Wall Street—Rating Book 


For a limited time we offer THE MacGazINE or WALL Street for one year, including full 
consultation privileges of our Personal Service Department, (regular price $7.50) and the 
Monthly ApyusTaBLe Stock RATINGS one year (regular price $2.50)—all for $9.00. If you are 
a subscriber now, the expiration date of your current subscription will be extended accordingly. 


SSS eee SR Mail This Money-Saving Coupon Today Sg SSR 
The Magazine of Wall Street 
90 Broad Street, New York, N. Y. 


Enclosed is my check for $9.00. (Enter) (Extend) my subscription to The Magazine of Wall Street for one year (26 
issues) including full consultation privileges of your Personal Service Department and also send me the next 12 issues 
of Adjustable Stock Ratings at this combination price which saves me $1.00. 
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Canadian or Foreign Postage $1.00 additional per year. ae 
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| GROWTH 


What better example of a depres- 
sion-proof investment than the 6% 
Profit Sharing Bonds of this leading 
industrial banking institution whose 
business in 1932showedan increase 

of 319% over 1929. 
67 YIELD V, 
oone: 90% NET 
IN 9 YEARS j?RoFits 

















Mail coupon for new booklet “An Oasis 
in the Desert’’ which describes this de- 
pression proof investment. 


CREDIT SERVICE 
ASSOCIATES, Inc. 


Graybar Bldg. New York 
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Foundations ‘of Famous Fortunes 


ANDREW CARNEGIE 
“Master of Steel‘’’ 


@ When business was most depressed 
—when prices were at bargain levels 
—that was always the time Andrew 
Carnegie took action. Timely invest- 
ments during the depressions of 1893 
and 1896 became the foundation of 
his later greater wealth’ 
@ Many attractive investments are- 
available during the present period 
of bargain prices. We invite inquiry 
regarding securities of companies 
comprising the Associated Gas & 
Electric System. 


General Utility Securities 


INCORPORATED 


61 Broadway New York | 


Please send me Circular F3 


Name 














PATENTS 
M. H. Ford, Registered Patent Attor- 
ney, specializing in difficult cases. Free 
preliminary information. Broadway, 
New York. i 
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Chicago & Northwestern. . 
Chicago, Rock Is. & Pacific. 
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Delaware & Hudson 
Delaware, Lack, & Western 


Lehigh Valley 
Louisville & "Washville 


Pennsylvania 
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Baldwin Loco. Works 

Barnsdall Corp. Cl. A 

Beech-Nut Packing 

Bendix Aviation 

OS APE Beers rier 
Bethlehem Steel Corp 

Bohn Aluminum 


Byers & Co. (A. M.) 
Cc 


California Packing 

Calumet & Hecla 

Canada Dry Ginger Ale 
I 


Caterpillar Tractor 
Cerro de Pasco Copper 


Columbian Carbon 
Colum, Gas & Elec 
Commercial Credit 
Commercial Solverts 
Commonwealth & Southern.. 
Consolidated Gas of N. Y. 
Continental Baking Cl. A 
Continental Can, Inc.......... : 
Continental Oil 
Corn Products Refining 
Cudahy Packing 
Curtis Publishing 
Curtiss Wright, Common 
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Davison Chemical .. 
Diamond Match ... 
Dominion Stores ... 
Drug, Inc. 

Du Pont de Nemours 


E 
Eastman Kodak Co 
Eaton Mfg. 
Electric Auto Lite 
Elec, Power & Light 
Elec, Storage Battery 
Endicott-Johnson Corp. 
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Firestone Tire & Rubber 
First National Stores 
Foster Wheeler 
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General Amer. Tank Car 
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General Electric 
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General Refractories 

Gillette Safety Razor 
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How to apply the 


Dow THEORY 


to stock market prices 


clearly explained in a series 
of articles beginning in 
June 6 issue of 


BARRON’S 


The National Financial Weekly 


This noted theory described 
completely for first time, 
by one who has used 
it successfully. 


THESE ARTICLES definitely 
undertake to reduce the Dow 
Theory to a manual for those 
wishing to use it as an aid in 
forecasting the market trend. 
They show the theory in prac- 
tical operation and explain how 
it can be profitably used. 


For sale at all leading newsstands 
or write BARRON’S, 44 Brcad 
Street, New York, N. Y. 





























Same Care Given 


to large or small orders; 
100 share or odd _ lots 
units. Let us aid you in 
your investment plans. 





Helpful booklet on Odd Lots 
sent free on request. 
Ask for MG-6 


| @isroum @ Garman 


Members New York Stock Exchange 
Members New York Curb Exchange 


52 Broadway,: New York 
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$1,000 is the Reward 
of saving regularly $10.00 a month for 
84 months, which with dividends of 5% 
compounded quarterly, gives you $1,000. 
Call or write for booklet MW-1 
BUILDING LOAN AND 
S E R I A L SAVINGS INSTITUTION 
195 Broadway-170 Fulton St.-162 WestBroadway,N.Y.C. 
Org. 1885 Resources over $10,000,000.00 





The Bell Telephone Company of Canada 
Notice of Dividend 


A dividend of 1.75 per cent has been de- 
clared payable on the 15th day of July, 1932, 
to shareholders of record at the close of busi- 
ness on the 23rd June, 1932. 

W. H. BLACK, 


Secretary-Treasurer. 
Montreal, 25th May, 1932. 
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“Financial 
Independence 


at Fifty” 


BOOK which outlines 

successful plans for in- 
vestment and  semi-investment 
through which you may become 
financially independent without 
taking chances or depending 
upon luck. Shows how to budget 
your income; to finance a home; 
and the kind of insurance most 
profitable. It will tell you how 
to save and still get the most out 
of life as you go along. 


231 pages. Illustrated with tables 
and charts, replete with examples 
and suggestions. Richly bound in 
imitation Morocco, dark blue flex- 
ible fabrikoid, lettered in im- 
pressed gold. 


PARTIAL CONTENTS 


Two Plans Suggested for Initial 
Accumulation. — The Preferred 
Stocks.—Judging a Good Bond. 
—The Six Ages of Investment.— 
In - and - Out - of - Season Invest- 
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AMERICAN Water Works 
ax LECTRIC (OM 


INCORPORATED 
(of Delaware) 
NOTICE OF DIVIDEND 


A quarterly dividend of fifty cents 
(50¢) a share, goa in cash, on the 
common stock of the Company, has been 
declared payable August 1, 1932 to com- 
mon stockholders of record at the close 
of business on July 8, 1932. 

The Company has been advised by 
the Voting Trustees that as to Common 
Stock deposited under the Voting Trust 
Agreement dated January 2, 1931, this 
dividend will be paid on August 1, 1932, 
to holders of Voting Trust Certificates of 
gge? - the close of business on July 





W. K. Dunpar, Secretary. 


G.C.£; 


AMERICAN CAR AND FOUNDRY 
COMPANY 
PREFERRED DIVIDEND No. 133 

There has been this day declared a divi- 
dend of one and three-quarters percent (14%) 
on the Preferred Stock of this Company, 
payable Friday, July 1, 1932, to stockholders 
of record at the close of business Thursday, 
June 16, 1932. 

Checks will be mailed to stockholders by 
the Guaranty Trust Company of New York. 

G. R. SCANLAND, Vice-President 
H. C. WICK, Secretary 
New York, June 2, 1932. 
































ALLIED CHEMICAL & DYE CORPORATION 
61 Broadway, New York 

May 31, 1932. 
Allied Chemical & Dye Corporation has declared 
quarterly dividend No. 46 of one and three-quar- 
ters per cent. (1%%) on the Preferred Stock of 
the Company, payable July 1, 1932, to preferred 
stockholders of record at the close of business 


June 10, 1932, 
H. F. ATHERTON, Secretary. 
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MILLS, INC. 


PREFERRED 
STOCK 
DIVIDEND 


June 1, 1932. 


Directors of General Mills, Inc., announce 
the declaration of the regular quarterly divi- 
dend of $1.50 per share upon preferred stock 
of the company, payable July 1, 1932, to all 
preferred stockholders of record at the close of 
business June 14, 1932. Checks will be mailed. 
Transfer books will not be closed. 


(Signed) K. E. HUMPHREY, Treasurer. 


Goro Menar Frour 





ILLINOIS POWER AND LIGHT 
CORPORATION 


6% Cumulative Preferred Stock Dividend 


The regular quarterly dividend on the 6% 
Cumulative Preferred Stock of the Company, 
for the quarter ending June 30, 1932, amounting 
to $1.50 per share, has been declared, payable 
July 1, 1932, to stockholders of record June. 10, 
1932. 


$6 Cumulative Preferred Stock Dividend 


The regular quarterly dividend of $1.50 per 
share on the $6 Cumulative Preferred Stock of 
the Company, for the quarter ending July 31, 
1932, has been declared, payable August 1, 1932, 
to stockholders of record July 9, 1932. 

CLEMENT STUDEBAKER, JR., 


President. 
HOLMES, 
Secretary. 


D.. Bi 








UNION CARBIDE 
AND CARBON 
CORPORATION 


v 


A cash dividend of Thirty cents 
(30c) per share on the outstanding 
capital stock of this Corporation 
has been declared, payable July 1, 
1932, to stockholders of record at 
the close of business June 3, 1932. 

WILLIAM M. BEARD, Treasurer. 


























THE CUDAHY PACKING COMPANY 
Chicago, Ill., June 2, 1932. 

The Board of Directors has this day declared a 

quarterly dividend of sixty-two and one-half cents 

(62%c) per share on the outstanding Common 


Stock of Fifty Dollars ($50.00) par value, payable 
July 15, 1932, to stockholders of record July 5, 


1932. 
A. W. ANDERSON, Secretary. 
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Answers to Inquiries 
(Continued from page 240) 








Financial position of the company on 
March 31, 1932, was sound, with cur- 
rent assets of $25,943,735 against cur- 
rent liabilities of $2,620,963. This 
strong current position will prove im- 
portant to the company in regaining 
its sales volume as general business con- 
ditions improve. Inasmuch as no divi- 
dends are paid on either the class A 
or B shares, the only capital liabilities, 
the current financial strength will not 
be impaired by distributions to stock- 
holders. Unpaid dividends on the class 
A stock are accumulating at the rate 
of $3 annually. During the period of 
depression, the company has made a 
thorough survey of the foreign field, 
with a view to taking aggressive action 
in an effort to improve that division. 
The shares are now selling at levels 
which appear to amply discount the 
current earnings recession and the more 
favorable longer term prospects lead us 
to look upon the sale of the stock at 
prevailing prices in the nature of a 
sacrifice and counsel against such ac- 
tion. Purchases, however, should be 
deferred pending, general clarification 
of the trade and securities markets out- 
look. 


LOOSE-WILES BISCUIT CO. 


Is the price drop in Loose-Wiles to be 
taken as a reflection of instability in earn- 
ings and dividends, or merely due to causes 
within the market? Also please tell me tf 
you think it wise to buy at the present time. 
—L. K. M., Philadelphia, Pa. 


Loose-Wiles Biscuit Co., the baker 
of “Sunshine” biscuits ranks as the 
second leading unit in the specialty 
baking field. Aggressiveness of the 
management is manifested in the ex- 
pansion carried out during the past 
few years, and the gains made on its 


rival, National Biscuit Co. “The come: 


pany maintains twelve bakeries scat- 
tered throughout the country in addi- 
tion to which it operates a dog bread 
plant, candy plant, flour mills, and.a 
printing establishment. A new branch 
factory at Los Angeles, Calif., will 
shortly be in full operation, thus 
strengthening the company’s position 
on the Pacific Coast. Distribution of its 
products is accomplished through 150 
branches strategically located through- 
out the country, serving between 300,- 
000 and 400,000 outlets regularly called 
upon by an extensive sales force. Sales 
policy also involves a nation-wide ad- 
vertisement campaign in virtually all 
popular and widely circulated maga- 
zines. Earnings decline during the de- 
pression, has been less pronounced than 
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that of other lines, reflecting relative 
stability of selling prices and the sav- 
ings effected through substantially 
lower raw material costs. Profits for 
1931 equalled $3.14 a share on the 
common stock compared with $4 a 
share in 1930 and $4.88 in 1929. For 
the first quarter of 1932, per share 
profits amounted to 65 cents against 
82 cents for the corresponding interval 
of 1930. The balance sheet dated De- 
cember 31, 1931, revealed total cur- 
rent assets of $8,000,000, including 
$2,404,000 of cash and marketable se- 
curities, against total current liabilities 
of slightly less than $1,900,000. - While 
this may be considered as a strong 
financial position, it obviously would 
be unwise to needlessly weaken the 
position in the face of continued earn- 
ings decline. “Thus, some revision of 
current dividend rate appears likely. 
However, current prices for the com- 
mon stock amply discount this factor. 
Although considerable irregularity in 
quotations is likely to be witnessed dur- 
ing the immediate future, Loose-Wiles 
common merits favorable consideration 
for purchase at current deflated levels. 


F. W. WOOLWORTH CoO. 


I am holding.110. shares of F. W. Wool- 
worth Co. purchased at about 42. What is 
your opinion of the value of the new plan 
introducing 20-cent articles? Do you think 
this will have any appreciable effect on earn- 
ings? I will apprectate a complete answer 
that will tell me whether to hold and if so 
is it advisable to purchase additional shares 
at this time. —E. A. R., Dayton, Ohio. 


The showing of. F. W. Woolworth 
Co. for 1931 was outstanding among 
the reports made by the big merchan- 
dising chains, and reflected the suc- 
cess of the management in maintaining 
its volume of sales in the face of gen- 
erally difficult business conditions. The 
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net profits of $41,348,795 marked a 
new peak for the company equal to 
$4.24 a share against $3.56 a share in 
1930 and $3.66 a share in 1929. It is 
true that these earnings included $9, 
977,452 representing profits on the sale 
of securities of the British subsidiary, 
F. W. Woolworth &-Co., Ltd. How- 
ever, the parent company maintained 
its sales within 2.3% of the 1930 level, 
and the margin of profit on these sales 
was 10.01 cents on the dollar, com. 
pared with 10.64 cents in 1930. The 
trend of sales has been lower through 
the first months of 1932, reflecting the 
drastically curtailed’ public purchasing 
power. In the first four months of the 
year, sales were down 6.4% from the 
like 1931 period, and in the month of 
April, sales were 12.9% under those 
for April, 1931. In an effort to offset 
this trend, the management experi- 
mented with a line of merchandise 
selling at 20 cents per unit, compared 
with the previous 10-cent maximum 
price. The experiment proved success- 
ful and it is expected that the new lines 
will be introduced in the company’s 
some 1900 stores as rapidly as possible. 
The 20-cent merchandise is to consti- 
tute about 20% of the store inventory, 
the remaining 80% being devoted to 
5- and 10-cent goods. No additional 
floor space or help will be needed. 
Over the longer term, we would ex: 
pect the new lines to prove an impor’ 
tant contributor to the company’s earn- 
ings. Inasmuch as Woolworth does 
not report interim earnings, it is diffi 
cult to determine the margin by which 
current dividends are being covered at 
this ‘time. However, the company was 
in a strong financial position at the 
close of 1931 with current assets of 
$60,321,630 including $23,207,082 
cash against current liabilities of $6, 
753,400. Feeling that current quota’ 
tions for the shares amply discount 
such decline in sales as has taken place 
already or appears in prospect, we 
favor purchase or retention of the 
shares-where they form part of a well 
diversified business man’s portfolio. 


ROSSIA INSURANCE CO. OF 
AMERICA 
Will you kindly give me a report om 
Rossia Insurance as regards its financial 
condition and future prospects? Do you 


consider the shares a good buy at current 
levels? —A. E. M., Grand Rapids, Mich. 


The downward course of the stock 
market, as well as generally curtailed 
business activity during the current de’ 
pression has particularly handicapped 
practically all insurance companies in 
maintaining satisfactory earnings. 
Throughout the “boom” period of 
1927-1929 earnings of this group of 
companies reflected the bull market 
existing at that time. Conversely, sub’ 
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sequent deflation of security values has 
necessitated substantial write-downs in 
value of investment portfolios, which 
makes for deficit operations in the in- 
surance group. Of course, life insur- 
ance companies for the most part have 
been the exception to this unfavorable 
course of events, because of restricted 
investment powers. In an attempt to 
formulate a fair value for securities, 
the National Convention of Insurance 
Commissioners, at a meeting held De- 
cember 31, 1931, agreed that security 
investments might be evaluated in ac- 
cordance with the closing prices as of 
June 30, 1931, instead of those existing 
at the close of last year, a materially 
lower figure. Although this decision 
isnot binding upon the respective state 
insurance supervisors, the plan has been 
acceptable in the majority of the 
states. Thus, losses from depreciation 
of security investments during last year 
were somewhat minimized. Primarily 
a a result of operating economies 
effected during the year Rossia Insur- 
ance Co. of America was able to show 
a profit of $83,049 or 28 cents a capi- 
tal share for 1931 as compared with a 
loss of $2,658,606 in 1930. Employ- 
ing the valuation formula of the Con- 
vention, book value of the capital stock 
as of December 31, 1931, equalled 
$26.46 a share, while the Connecticut 
formula reveals liquidating value of 
$17.33 a share. Net premiums written 
during 1931 amounted to $5,686,379, 
or 41% less than those of the preced- 
ing year, a factor that will restrict 
1932 earnings substantially. More- 
over, further write-offs in security val- 
ues no doubt will be necessary at the 
yearend. Rossia Insurance is engaged 
in the reinsurance of all types of poli- 
cies, except life insurance, specializing 
in the fire and marine fields. Although 
current prices for its shares appear to 
reflect unfavorable 1932 prospects, we 
would prefer to await general clarifica- 
tion of the business outlook before en- 
dorsing purchases. 


HOMESTAKE MINING CO. 


Is the increased dividend on Homestake 
Mining justified, and do you think the 
rumored extra dividend likely to be paid? 
! had about made up my mind to defer 
stock purchases, but Homestake looks so 
food that I am thinking of buying some. 
og would you advise ?—F. R. G., Miami, 

a. 


The Homestake Mining Co., the 
leading gold mining enterprise in this 
country, has the unusual record of hav- 
ing paid monthly dividends regularly 
Since 1897 except for the period from 
May, 1907, to early 1908, when a fire 
caused a shut-down of the mines. An 
even more unusual record recently was 
established when the company in- 
creased the monthly payment to 75 
cents from the former 65-cents rate, 
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the increase coming. at a time when the 
average corporate dividend was being 
reduced. The company earned: $9.70 
a share in 1931, and it is reported that 
the earning power in the current. year 
is about the same. In addition to regu- 
lar’ monthly dividends, the company 
has paid an extra this year of $1, and 
it is possible that a similar payment 
will be made later this year, as the 
company has always been generous to 
its shareholders, especially during times 
of economic stress. With production 
costs holding at low levels, the gold 
mining industry should continue to be 
in a satisfactory position, and Home- 
stake is recognized as being highly ccn- 
servative with a strong financial posi- 
tion. The shares possess merit, but it 
is important to bear in mind that a 
mining enterprise necessarily lacks 
prime investment qualities, and conse- 
quently, commitments should only be 
made with due regard to this factor. 








Missouri, Kansas & Texas 
Railway Co. 
(Continued from page 217) 








that the Missouri, Kansas & Texas 
Railway 1st 4s have already success- 
fully weathered one receivership and 
at recent prices were certainly dis- 
counting another. For example, in 
1919 they ranged between 58 and 
69, in the following year between 52% 
and 635% and in 1921 between 56 and 
75%. Today they are quoted around 
67 to yield slightly more than 6% to 
maturity. While this price may 
appear low, it must be remembered 
that it represents a rise of some 10 
points which came about as the result 
of the formation of the bankers’ bond 
pool.. As a matter of fact, the rise 
might be described better perhaps as 








Important ‘Corporation 
Meetings 


Date of 
Company Specificition Meeting 


Amer. Beet Sugar Co. ............ Annual 6-14 
Austin, Nichols & Co., Inc 7-20 
Brooklyn Union Gas Co 6-14 
Bulova Watch Co., Inc 6-21 
6-15 
6-23 
Commonwealth & Southern Corp.... 
Curtiss Aeroplane & Motor Corp., Inc. 
Special 
Greene Cananea Copper Co 
International Cement Co 
McCrory Stores Corp 
National Surety Co 
Pan American Pet. & Trans 
Remington Rand, Inc 
West Va. Pulp & Paper Co..Common Div’d 
Westinghouse Air Brake Co.Common Div’d 
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speculative in anticipation of what the 
bankers’ pool might do, for actual 
operations are barely under way. 
Under these conditions, the prospective 
purchaser would be well advised to 
await either some reaction or actual 
evidence of the pool’s successful opera- 
tion before committing himself. He 
must nevertheless always bear in mind 
that the extremely low earning power 
which is anticipated for 1932 may 
prove to have been judged too pes- 
simistically. Also that, even if re- 
ceivership should take place, traffic and 
earnings will have to decline quite a 
little below even the lowest of present 
expectations to afford an excuse sufh- 
ciently strong to interfere with the first 
mortgage 4s. 








Is Market Adjustment Nearing 
Completion? 
(Continued from page 201) 








cause for fresh relapse for some time 
to come. 

Meanwhile the markets are most sen- 
sitive to political developments, both 
here and abroad. The legislation 
actually adopted by Congress thus far 
is, on the whole, constructive, but there 
has been much destructive talk, as well 
as paralyzing uncertainty and inaction. 
With the writing of a tax bill and the 
achievement of at least a “paper bal- 
ance” of the budget, much of this un- 
certainty has now been cleared away. 
The prospect of a relatively early ad- 
journment of Congress adds still more 
comfort to the markets. Develop- 
ments in this respect are largely respon- 
sible for the current stronger tone of 
the markets. 

Their ultimate significance is some- 
thing else again. It is quite certain 
that political and social problems will 
loom large in the final phase of the de- 
pression, as they always have in all 
depressions. They may at times dom- 
inate purély economic factors. The 
tax bill is far from a perfect bill: Con- 
gress may have to re-write it some | 
months hence. Whether the budget is 
actually balanced will depend largely 
upon the course of business and’ the 
actual taxes it yields, as well as upon 
the degree of determination with 
which governmental expenditures are 
cut. It is likely that for’ some time 
we will be unable wholly to forget the 
budget, taxes and problems of social 
relief. 

The highest type of patriotic leader- 
ship will be required to guide the 
country through this period without 
disaster. The national election may 
give us some clue as to whether we 
can expect that leadership. . Mean- 
while; those’ who fear the worst in 
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political or social trends have very little 
recourse and might just as well assume 
with the majority that we will come 
through in the common sense American 
fashion. If capitalism should fail, 
there will be no safety in dollar bills, 
gold or any other form of wealth. 
Fortunately, unlike various other 
people, a vast proportion of Americans 
are capitalists and have a stake in the 
present system. That is the most con- 
vincing reason for confidence that the 
system will endure, even against any 
further probable shocks. 

The foreign outlook is unquestion- 
ably clouded by the recent passing of 
control of the German government to 
the extreme Right. This is an intensi- 
fication of German nationalism along 
virtually pre-war lines. It adds to our 
doubts concerning reparations and 
other international debts. There is 
reason to believe that the political 
trend in Germany may ultimately bring 
to an issue the question of substantial 
revisions of the Versailles Treaty, in- 
cluding some shifting of frontiers and 
the re-emergence of Germany as a free 
nation. 

The effects of such a European ex- 
plosion are subject to a variety of con- 
jecture. It might in the long run re- 
store some measure of stability to Cen- 
tral Europe. If we anticipate it, it 
should not unduly alarm us. 








International Tel. & Tel. 
(Continued from page 225) 








poration’ being reorganized on a total 
capitalization of this amount, its cur- 
rent earnings would appear eminently 
satisfactory. 

But while any such reorganization 
appears unlikely, a substantial revision 
of capitalization would be possible 
merely as an accounting measure. With 
the common stock carried on the bal- 
ance sheet at $214,563,000, this lia- 
bility item might be subject to write- 
down, with a corresponding write-down 
of property assets and an increase in 
capital surp!us. Adjustments of this 
kind have been found desirable in 
many companies. They do not change 
real security equities. In many cases 
they make possible lower depreciation 
charges and open the road to resump- 
tion of dividends when business begins 
to improve. 

The roots of most other companies 
of comparable size go much further 
back than do those of International 
Telephone. The majority of our in- 
dustrial giants had many years of rela- 
tively normal business conditions dur- 
ing which to build upon a solid foun- 
dation. International Telephone was 
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established and rapidly expanded dur- 
ing a period that is now regarded as 
having been inflationary. Neither the 
conditions under. which it grew nor 
those of unprecedented world depres- 
sion under which it now operates can 
be regarded in any sense as normal. 

Hence, the twelve or thirteen years 
of its existence provide at best a very 
imperfect basis on which to estimate 
its future. It appears logical to as- 
sume, however, that that future has 
unlimited possibilities if the present can 
be survived. 


Operates in 58 Countries 


The company’s operations at present 
extend to 58 countries. Through its 
continuing acquisitions and expansions, 
gross earnings increased from $3,881,- 
030 in 1921 to $104,472,598 in 1930. 

In 1931 they receded to $89,307,- 
937. Up until 1929, earnings avail- 
able for fixed charges and net income 
available for the common stock kept 
in satisfactory pace with the growth 
of gross business, confirming thereby 
the success of the company’s expansion 
program. Over the last eleven years 
fixed charges have been covered on an 
average of 3.38 times annually. Net 
income for common, starting at $953,- 
088 in 1921, reached a maximum of 
$17,732,159 in 1929, receded to $13,- 
750,133 in 1930 and to $7,654,001 in 
1931. The dividend on the common 
shares was deferred at the last meeting 
of directors. First quarter earnings per 
share approximate 17 cents. 

Considering prevailing  circum- 
stances, there is nothing in this record 
to suggest that foreign undertakings 
have involved any important mistakes 
of judgment. On the other hand, it is 
open to question whether International 
Telephone’s acquisition of the Postal 
telegraph and cable properties in 1928 
will prove to have been a wise move. 
These properties are not now satisfac- 
tory income producers and constitute 
one of the company’s important prob- 
lems. 

Here, too, however, the test is not 
complete and there is risk in premature 
judgment as to the future. While 
combination of the two great telegraph 
companies now competing unprofitably 
in this country would be difficult, if 
not impossible, under existing laws, the 
economic drift is plainly in that direc- 
tion and it may be possible for public 
opinion eventually to be brought to ac- 
cept regulated monopoly in this field 
as fully as desirable and in the general 
interest as it is now accepted in the 
case of the telephone. Such a develop- 
ment would greatly increase the value 
of the Postal properties. 

In summary, the immediate difficul- 
ties of depression loom larger for Inter- 
national Telephone than do the uncer- 


tainties of the longer future. Accord. 
ingly, new buyers either of the com- 
pany’s stock or its debentures may 
prudently defer commitments until the 
world’s economic skies are clearer. In 
view of the great depreciation already 
recorded, however, it is to be doubted 
that present security owners should 
sacrifice their holdings at a level which 
may very well prove near bottom. 








Blaming the Stock Market 
(Continued from page 234) 








follow a more orderly movement where 
there is a large volume of trading. Al- 
low the trading to become thin, and 
there is always danger of some very 
erratic fluctuations, in case some seller 
is severely pressed to liquidate. 

For-all the damage which the market 
may do to the speculator, it neverthe- 
less offers the soundest factor of safety 
to the real investor. By informing the 
investor daily as to the world’s opinion 
of the value of his holdings, anyone 
can, through the mechanism of the 
stop loss order conserve the greater por: 
tion of his principal, at least. That 
comparatively few investors seem to 
have availed themselves of this mechan- 
ism, is surely no fault of the market. 
Not only has the market given them 
the evaluation of their holdings, but 
it has stood at their service instantane- 
ously to convert those holdings into 
that value, should they have so desired. 

This nation achieved its gigantic 
financial strength through the expan: 
sion of its industries, made possible by 
using the public credit. The public 
will withhold that credit in the future, 
unless through an active market, they 
are given the opportunity to withdraw 
that credit whenever they desire. 
Hence restrictions of the market will 
restrain the growth of new enterprises 
by making it too costly for the public 
to buy and sell securities. 

Any restriction of the market may 
do a great deal of harm., It might im 
pair the liquidity of securities, contract 
credit, restrain expansion, cause erratic 
price movements, and remove the fac 
tor of ‘safety obtained through the use 
of the stop-loss order. 
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25 Points Net Profit in Recent 
Market Upswing 


Yy EDNESDAY morning, June 1, prior to the subsequent sharp rebound in the 
stock market, we telegraphed subscribers who follow our Trading Advices to 
buy Air Reduction at 36, American Can at 36, Consolidated Gas at 37 and American 
Telephone at 89. As a safeguard to limit possible loss of, capital, under present criti- 
cal conditions, two point stops were used. 








“= Monday morning, June 6, profits were taken on these commitments—profits that 
. aa more than offset the small losses accepted by subscribers who may have been stopped 
e very out of Consolidated Gas and American Telephone. 

> seller 

es" We Forecast Bond Market Recovery to the 

pe Benefit of Our Subscribers 

pdb Anticipating the substantial recovery in the bond market which started June 1, and 
yell the outstanding profit possibilities that would develop, our subscribers had been ad- 


of the vised a week previously through our Trading Advices to buy at fixed prices five 
er por selected bonds for short-term holding. On Saturday, June 4, these five bonds showed 
That 2114 points profit—without a single loss. And our subscribers have the assurance of 


oe knowing that we will advise them when to convert these profits into cash. 

t. 
eo This is the type of security advisory service you should be receiving. Your first commit- 
xs, but ments made in accordance with our definite advices may very readily bring you profits greatly 
antane- in excess of $75—the moderate cost of a full six months’ test subscription. 
ys into So that you may receive our next recommendations at the same time as our regular sub- 
desired. scribers, we urge that you mail your test subscription to the Forecast today. If you are 


rigantic 
expan’ 
‘ible by 
public 
future, +8 


outside the over-night postal zone, telegraph us: “Subscription and remittance in mail. Wire 
Trading Advices.” 








This Complete Service for Six Months Only 375 abe. 


a they (a) 


Trading Advices following 
the intermediate rallies and 
declines (for the purpose of 
securing profits that may be 
applied to the purchase of 
ivestment and income pro- 
ducing securities). 


(b) 
Speculative Investments. 
Low-priced stocks that offer 
outstanding possibilities for 
price appreciation over a 
moderate ‘period. Recom- 
mended and carried in our 
Unusual Opportunities. 


(e) 
Investments for Income 
and Profit. Sound dividend- 
paying common stocks en- 
titled to investment. rating, 
with good profit possibilities. 
Recommended and carried in 
our Bargain Indicator.' 


(d) 
Investments Mainly for In- 
come but with possibilities 
for enhancement in value due 
to investor demand. Recom- 
mended and carried in our 
Bond and Preferred Stock 
departments. 


So that you may take immediate steps to place your present portfolio on a sound and profit-pointing basis, 
send us with your subscription a list of your security holdings for our analysis and recommendations. 


Tue INVESTMENT AND 


MAIL THIS COUPON TODAY-————-—-—-—-—-~—- 


June 11 


THE INVESTMENT AND BUSINESS FORECAST 


Bustness ForgEcAST 


of The Magazine of Wall Street, 90 Broad Street, New York, N. Y. 


Cable Address: TICKERPUB 


of I enclose $75 to cover my six months’ test subscription te The Investment and Business Fore- 
cast. I understand that I am entitled to the complete service outlined above. ($150 will 
cover a 13 months’ subscription.) 


The Magazine 


of Address 


Wall Street 


C Telegraph me collect your current Trading Advices and thereafter as described in (a). 

(Telegraph me collect your ctirrent Unusual Opportunity recommendations and thereafter as 
described in (b). 

OO Telegraph me collect your current Bargain Indicator recommendations and thereafter as de- 
scribed in (c). uy 
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New York Curb Exchange 


IMPORTANT ISSUES 


Quotations as of Recent Date 


1982 1932 
Price Range Price Range - 
—_—_—_.. Recent -————“—__~ Recent 
Name and Dividend High Low Price Name and Dividend . High Low Price 
Aluminum Co. of Amer 22 22% Goldman Sachs T bie: 2 1% 
Alum, Co. of Amer, Pfd. (3). 67% 9% 35 Gt. A. & P. Tea n.-v. (6%).. 150 103% 107 
Amer, Cities P. & L. A. (3). 28% 16% 17 Gulf Oil of Pa 23% 2% 


Amer. Cit'es P. & L. ‘‘B’’.... 8 % % 
Amer, Cyanamid B 1% 2 Horn & Hardart (2%) 15% 15% 


Amer. & Foreign Pwr. War.. 1% 1% Humble Oil (2) 35% 35% 
Am. Lt. & Trac, (2.50) 10 104% 
Amer. Gas & Elec, (1) 14% 17% Internat. Pet. (1) 8% 8% 


Amer, Superpower 1% 1% 
Assoc, Gas Elec. ‘A’ (Stk. Mountain Prod. (.80) 2% 2% 














1% Nat. P, & L. Pfd. (6) 35 5 
Brazil T, L. & P. (Stk. 8%). 7 5 Niagara Hudson Power (.40). 3 
N. Y. Steam (2.60) 30 30 


Central Stat. El % 

1% Penroad Corp. 1 
Cities Service Pfd. ........-. 10 
Commonwealth Edison (8)... 49% Salt Creek Prod. (1) 
Commonwealth & So, War... % Singer Mfg. (8) 75 
Consol, Gas Balt. (3.60) 37% Standard Oil of Ind. (1) 
Crocker- Wheeler 1% Standard Oil of Ky. (1.20)... 


Swift & Co, (1) 
Deere & Co. 4 


Elec. Bond & Share (6% stk.) 32% 5 
Elec. Bond & Share Pfd. (5). 54 17 
Ford Mot, of Canada A 5 5% 
Ford Motors, Ltd 2% 2% 


Teck-Hughes (.60) 


United Founders 
United Lt. & Pow. A 
United Gas Corp 


a, 
Se 





OLLOWING similar action in the bond market. ' Typical of the move- 
bond market and on the “Big ment, American Gas & Electric re- 
Board,” the most promising rally bounded from a low of :14!/2. to above 

in many months has developed on the 20 in three sessions. ' Sharp recoveries 
New York Curb Exchange. Virtually also’ were experienced in the Electric 
all classes of securities have partici Bond & Share issues and in such utili- 
pated in the movement, which has the ties as Commonwealth Edison and 
advantage of resting upon the tech- Consolidated Gas of Baltimore. 
nical aid created by preceding sharp Among industrial and miscellaneous 
decline. stocks, improvement has been more 
As was to be expected, recovery has moderate, although numerous gains of 
been most pronounced thus far in those 1 to 3 points are shown. Most of the 
issues which had been most severely oil issues likewise have rallied some- 
depressed during recent weeks of what from their lows. In the bond 
frightened and forced. liquidation. Most ,,. section even more notable recoveries 
prominent among these in point-of have deweloped, some issues spurting 
trading activity is the public utility 2-to 5 points in a single session. 
group. Just prior to the beginning of The character of the rally suggests 
the rally the general decline in these at least an important intermediate 
issues had become virtually. a rout. .change in the market. It is quite pos- 
The proposal made in Congress to im- sible that prices of sound bonds have 
pose a tax of 3% on the goods revenue _ seen their lows. If this proves to be 
of electric utilities was es BYTE by the case investment confidence gen- 
the market.as something of a body erally can hardly fail to increase and 
blow. prices even of. speculative issues. may 
It developed, however, that the in- improve in sympathetic response as 
tention of Conyress was that the tax forced selling dries up. In the long 
would be passed along to the consumer. run, however, stock values will be made 
This abruptly reversed the selling of by business earnings and the trend in 
utilities and gave them leadership of this respect is not yet visibly changed. 
the general rally induced both by the Unless there is an increase in business 
better feeling concerning a balanced activity and profits, some further test- 
Federal budget and by the appearance «;'ing of recent Curb Market lows may 
of organized banking support in the yet,be.seen.. 
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The Democratic Viewpoint 
(Continued from page 211) 








logical for the Democratic platform to 
point out that we are now in the third 
year of the panic and that it was the 
President’s duty, and quite within his 
power and prerogative, to effect the 
government economies, the necessity of 
which he now admits, at any time he 
desired. Moreover, there was no rea 
son that the President at any stage of 
the panic period should not have taken 
the steps necessary to balance the 
budget long before the deficit assumed 
its present terrific proportions. It is 
quite possible that to do this, in addi- 
tion to effecting plainly indicated 
economies in government, would have 
involved successive tax increases. At 
worst this procedure would have been 
better than to let the nation drift along 
at the high tide of spending and to 
bring upon the people at one blow the 
extraordinary taxes which we must 
now face. 

Of course a mere arraignment of what 
I believe is the outgrowth of the pres 
ent administration and a roster of its 
errors is not enough. The Democratic 
party should, as nearly as possible, out: 
line the steps it proposes to remedy our 
ills. As part of this declaration it 
should call attention to the Democratic 
authorship of such measures of amelio- 
ration as the Reconstruction Finance 
Corporation, the Glass-Steagall bill, 
and the Wagner measures on unem: 
ployment which were throttled by the 
President more than a year ago, with 
the consequent prolongation of the 
most distressing feature of the time. 


Americans First 


At various stages the Democratic 
Congressional leaders have offered the 
President cordial co-operation in the 
enactment of a program of restoration. 
It was only with the utmost difficult’ 
and after incessant delay they obtained 
from the White House any concrete 
plan. Moreover, however general th: 
Democratic acceptance of the Presi’ 
dent’s ideas, he insisted on the tot 
endorsement of all elements of his pro: 
gram despite the fact that he himself 
varied these from time to time and 
utterly abandoned some of them. Ac 
tually our whole governmental history 
does not afford an example of such 
willingness of the opposition party 
avoid embarrassing the administration 
as that given by the Democrats in the 
present Congress. 

This willingness to submerge pat 
tisan politics in the country’s interest 
will be reflected in the platform to bk 
adopted. The myth that only the Re 
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publicans can assure prosperity has, of 
course, been exploded, and with it their 
favorite thesis that the Democratic 
party is the enemy of business has been 
made even more ridiculous than it was. 
Practically without exception the 
sadical suggestions have all proceeded 
from one wing of the Republican 
army. Consequently I assume that there 
will be assurances to business of a con- 
structive, helpful administration for 
commerce, agriculture, industry and 
labor, and as the men who will frame 
our platform are among the most emi- 
nent in public life, the sincerity of their 
declarations will be appreciated. 

The Democratic National Conven- 
tion of 1932 is undoubtedly the most 
important gathering of the sort of mod- 
ern times. Everybody is conscious of 
the strained situation throughout the 
world. We have no occasion to ex- 
aggerate the perils, but the need of 


- leadership and the necessity of placing 


in control of our government an ad- 
ministration capable and coufageous 
enough to meet whatever emergency 
may arise is patent to all of us. 

I do not believe that our country is 
prepared to entrust this responsibility 
to a President who has shown himself 
inadequate, dilatory and uncertain. 
For that reason I believe that the candi- 
date we nominate at the coming con: 
vention is, in all probability, fated for 
this great destiny. 








Economic Recovery Possible 
Without Major Price Advance 
(Continued from page 207) 








phases of all past depressions, we have 
already made great progress in cyclical 
adjustment. Capital savings and con- 
suming demands are accumulating. 
Debts are being steadily liquidated. It 
is likely that a certain unpayable pro- 
portion of debt will remain, to be ad- 
justed through default, the writing off 
of capital losses and, in.mamy instances, 
the transfer of propertyownership: 
Completion of the cycle can certain- 
ly lead to some degree of economic re- 
vival and to some improvement in the 
price situation. Neither in the cyclical 
nor the secular price factors now 
visible, however, is there any reason to 
believe that such improvement will take 
the form of any substantial advance in 
the general commodity level. 
,mportant price improvement is pos- 
sible without a lifting of the wholesale 
average. The damage which has been 
done is the result not of the present 
level in itself, but of the dislocations 
caused in the process of change to that 
level. If all prices, wages and fixed 
charges had gone down together and 
ih proportion, the exchange of . goods 
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certainly would not have been dis- 
rupted to the present’ degree. There 
has been, instead, a lag in the adjust- 
ment of fixed charges and of wages, 
and the utmost variation has been 
shown in the declines of individual 
commodities. 


Correction May Take Time 


The wheat farmer’s problem is not 
the dollar price of his product but its 
reduced exchange value in terms of the 
finished goods which he must buy. It 
will, obviously, take some time for the 
prevailing maladjustment of com- 
modity relationships to be corrected or 
for production and distribution to ad- 
just themselves to more or less perma- 
nently changed relationships. Regard- 
less of secular causes for declining 
prices, it appears likely that the present 
stagnation will be broken by at least 
moderate advance in many raw ma- 
terials which are selling below produc- 
tion costs, by decline in prices of fin- 
ished goods which remain out of line 
and by completion of cost adjustments 
relating to wages and fixed charges 
upon capital obligations. 

It appears very unlikely that the re- 
sult of such an adjustment will show 
up in a rise of any substantial propor- 
tions in the average price line, for re- 
covery in some of the more depressed 
items probably will be offset, as it 
should be, by lower prices for finished 
goods. If it were possible by artificial 
means to raise the general level, the 
essential difficulty of maladjustment in 
exchange values would remain un- 


echanged. ‘That is, if all prices should 


go up, the farmer would still have to 
pay too much wheat for a tractor, a 
pair of shoes or a suit of clothes. 


But if a more equitable basis of ex- 
changing goods is established, as it ulti- 
mately will be through the automatic 
regulation which price itself forces, 
trade activity and business prosperity 
will not be dependent upon rising 
prices. It will be possible to prosper 
upon stabilized: prices or even upon 
declining prices,-if the:annual rate of 
decline issufficiently gradual to permit 
constant business adjustment to it. 
That we can have prosperity under 
such conditions is conclusively demon- 
strated by the fact that we often have 
had it in the past, without price: in- 
flation. The accompanying chart again 
may be cited as convincing proof that 
the growth of wealth and of corporate 
profits in this country has by no means 
been confined to the three major infla- 
tions of the past century and a quarter. 
We have had booms and panics on ris- 
ing prices and booms and panics on de- 
clining prices. 

Present average prices are no worse, 
in fact a slight bit. better, than the 
average which prevailedisduring'’s the 


forty years between 1820 and 1860 
and the thirty-three years between 
1880 and 1913. As for the 1926 price 
level—that is so far above the average 
of the last 132 years as to put a stamp 
of folly upon any hope of getting back 
to it. A great war would put us back 
there, and probably destroy the world 
in the process. Any other form of in- 
flation would merely delay the adjust- 
ment now being successfully worked 
out. 

Moreover, generally low prices are 
not to be deplored but, on the contrary, 
much to be desired. They establish 
many problems of economic and social 
adjustment, but fundamentally they 
are not incompatible with relatively 
high standards of living. If there is 
any justification for technical progress, 
it can only lie in declining costs, declin- 
ing hours of labor and advancing pro- 
duction and consumption. 








Aluminum Co. of America 
(Continued from page 231) 








making efforts to introduce an ordinary 
sanitary packers’ can made from the 
metal. Should it be successful it is 
not difficult to imagine that this in 
itself would be an immense field. 
Turning from aluminum to the only 
company in this country which pro- 
duces it, the prospective investor finds 
himself in all kinds of trouble. The 
company is undeniably secretive, it is 
only in the last few years that it has 
been willing to divulge anything ‘about 
the metal itself or its uses. Financial 
matters are still regarded as strictly the 
company’s own business. Even stock- 
holders can obtain only the faintest of 
ideas as to where they stand. Let us 
take the balance sheet issued as of De- 
cember 31, 1931, to illustrate the point. 
The company according to its own 
statement has current assets of nearly 
$84,000,000. The item includes inven- 


“tories of ‘aluminum, materials and sup- 
“plies of $42;200,0C0 and marketable 


securities of $24,491,000. Now it is 
known that stocks of the metal have 
increased considerably: in recent times, 
for the company itself, when cutting 
the dividend on its $6 preferred stock 
to $3, said that it was obliged to do 
this because of its contracts for electric 
power which had to be paid for, 
whether used or not. It is not known, 
however, how many pounds of alumi- 
num are held, nor is it known exactly 
how liquid as an asset this poundage is. 
The selling of say $30,000,000 worth 
of aluminum in times like the present 
on short notice seems almost impossible. 
As for the item “marketable securi- 
ties,” of what is this composed? Does 
it include ‘the _ 2,500,000" shares: of 
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Niagara Hudson Power old stock 
which the company is thought to hold 
and if so can 2,500,000 shares of any- 
thing be considered easily marketable 
in the present state of our security 
markets? 

A little further down the asset col- 
umn there is an item amounting to 
nearly $52,000,000 entitled “‘invest- 
ments in subsidiary and affiliated com- 
panies not consolidated herein.” This 
probably includes the Aluminum Co.’s 
interests in the Aluminum Goods 
Manufacturing Co., the United States 
Aluminum Co., Aluminum Manufac- 
turers, Inc., and the Aluminum Screw 
Machine Products Co., but whether 
this is actually so, or whether it in- 
cludes anything else it is impossible to 
discover. 

The liabilities side of Aluminum’s 
balance sheet is almost as obscure as 
the assets side. Among the current 
liabilities is the item “bills payable,” 
totalling $23,050,000, which seems out 
of all proportion to its name. We sus- 
pect that the item might better: be 
described as “bills of exchange dis- 
counted for the purpose of financing 
inventories” ie. bank loans. But we 
do not know for certain and the com- 
pany refuses to tell. 

Among the aspects of the Aluminum 
Co. about which something is known 
may be mentioned its present capi- 
talization and past earning record. 
The company’s capital liabilities at 
the end of last year consisted of 
1,472,625 shares of no-par common 
stock, the same amount of cumulative 
$6 preferred stock at present paying 
dividends at the rate of $3, and finally 
a funded debt of $3'7,672,000. 

Earnings have shown great fluctua- 
tion. For 1927 an amount equal to 
$4.27 on the common stock was re- 
ported. This increased to $11.18 in 
1929, dropped precipitously to $1.93 
for 1930, while for the past year the 
profit after depreciation, depletion, 
Federal taxes and adjustments was 
equivalent to only $2.66 per share of 
preferred stock. 

The common stock of the Aluminum 
Co. of America is currently quoted 
around $24 a share on the New York 
Curb Exchange. It is, of course, im- 
possible to recommend it as an invest- 
ment not only because of the lack of 
earnings under present conditions, but 
also because of the film of obscurity 
surrounding the company and its pres- 
ent financial condition. Nevertheless, 
it must be remembered that inso- 
far as the Aluminum Co. of America 
is aluminum in this country, there 
is something to be said to the con- 
trary. A new metal which has 
demonstrated already such glittering 
achievements must necessarily have 
a future. In addition to which there 
are other reasons why it is hardly fair 
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to base one’s estimation either of the 
company or its product on the present 
showing. For example, the stable price 
at which aluminum sells is normally 
an advantage, but when other metals 
with the quality of substitution in 
many cases can be bought for less than 
the cost of production aluminum can- 
not hope to escape entirely the adverse 
effects. 

We may say, therefore, to those 
seeking an investment that the Alumi- 
num Co.’s common stock is hardly 
suitable under present conditions. On 
the other hand it is worthy of con- 
sideration by those who believe in the 
strength of a great name, in a company 
enjoying a dominant position in its 
field, with an undeniably broad market 
and are willing to assume the speculat- 
ing risk of a commitment for the pros- 
pect of long range future gain. 








Atchison, Topeka & Santa Fe 
Ry. Co. 
(Continued from page 220) 








have money left with which to put 
equipment and other facilities in shape, 
when there are distinct signs of the de- 
pression coming to an end, instead of 
borrowing on stiff terms, as competitors 
will have to do if they have any money 
for these purposes. 

In a word—a railroad that is man- 
aged as the Atchison is, that is so 
strong financially, should come through 
the depression if any railroad does. It 
should be among the first of the large 
systems to resume dividends. Conse- 
quently, its earnings and securities 
should be watched by all who want to 
have a safe investment and make 
money fast when the time for doing it 
really comes. 








Need Recapitalizations Be 
Feared? 
(Continued from page 215) 








In general such changes do not affect 
real equities in any sense but simplify 
adjustment of the company’s operations 


to a sound level of values. In some 
cases a wholly justifiable write-down of 
capital assets could pare down depre- 
ciation charges to a point conceivably 
permitting a showing of several dollars 
per share in earnings on stocks which 
now report deficits. Some analysts be- 
lieve this would be possible in the case 
of United States Steel. 

On all purely bookkeeping adjust- 
ments capitalization, the investor need 
only assure himself that he understands 
the action taken. As long as dividends 
arg not paid out of capital surplus, 


thus weakening the financial strength 
of his company, his real equity will not 
be changed and probably will actually 
be somewhat larger than he would sup- 
pose from an inspection of present mar- 
ket prices. 








A Deadlock at Lausanne? 
(Continued from page 204) 








concessions the most uncompromising 
nationalists might bolt a mild repara- 
tions compromise. It has been proposed 
that the word “reparations” be abol- 
ished from the place it has so long held 
and replaced with one “donation,” 
for instance that would connote the 
conferment of a benefit by Germany 
upon her ancient enemies for the cause 
of peace, prosperity and good-will. 
This donation might take the form of 
a bond issue for a limited amount, 
secured by the German state railways. 
The Allies would get the bonds and 
Germany's fond hopes that they can 
sell them to chivalrous American in- 
vestors, more anxious to pacify Europe 
than to decorate the interior of their 
purses. Once sold what used to be 
called the reparations debt would cease 
to be a political problem. Germany 
would no longer be obligated to the 
governments of the Allies; but mere- 
ly to individual American investors, 
who are notoriously poor collectors 
—having a.government which helps 
them get into foreign trouble, but 
coldly refuses to help them out. Hitler 
could then boast that his government 
had wiped out a hateful tribute by 
converting it into something relishable 
by Germans, acceptable to the Allies 
and interesting for Americans to 
think about in a toothless manner. 

Italy, the other great power with 
much at stake, will probably stand 
with Germany in favor of formal 
extinction of the ‘reparations obliga’ 
tion. She desires a strong Germany, 
a Fascist Germany. Belgium will fol- 
low the lead of France, and so will 
all of France’s allies. 

On the question of disarmament the 
Conference may conceivably find 
some approach to the ultimate adjust- 
ment of reparations through the con’ 
currence of the United States. If a 
tentative agreement can be reached re’ 
garding reparations coupled with a 
policy of reduction of armaments pred: 
icated upon corresponding action 0 
the United States in regard to the wat 
debts owed to it, the Allies will have 
something substantial to offer for con 
sideration by the United States after 
the presidential election, or at least 
after March 4, 1933. There has al’ 
ways been an under current of opinion 
in the United States that this coun 
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Greece 
Norway cooe 
Portugal ....... me 


United Kingdom.. 
FAR EAST: 
PO: sivews ees es 


British India .... 
Sts. Settlements... 


LATIN AMERICA: 


Argentina ........ 





OTHER COUNTRIES: 


Australia 
New Zealand .... 


Exchange 


Egyptian pound 4.9431 
Australian pound 4.8666 
N. Zeal. pound 4.8666 


Par of Date of 


Suspension 


Sept, 29, 1981 
Oct, 12, 1931 
Apr. 27, 1932 
Sept, 29, 1931 
Jan. 1, 1932 

Sept. 29, 1931 
Sept. 21, 1931 


Dec, 18, 1931 
Sept. 21, 1931 
Sept. 21, 1931 
May 11, 1932 


Dec, 16, 1929 
Oct. 17, 1930 


Apr. 20, 1932 
Feb. 9, 1932 


1,0342 August, 1914 
May 14, 1982 


July 25, 1931 
Mar. 12, 19382 


Sept. 21, 1981 


Aug. 5, 1914 


December, 1929 


How Suspension of the Gold Stand- 
ard Has Affected Exchange Rates 
of Leading Currencies 


Rate Prior 
to Suspension 


$0.2172 
-0251 
.0129 
2169 
-0313 
+2230 
4.8494 


.9403 
(No rate quoted, .0736 
moratorium) 
1205 .0600 
.197 -1680 


(Linked to Argentine peso at fixed ratio, 18.75 to 1) 


(Average for 6 mos. .4750 
prior, 1,0428) 
.2800 -2300 
4905 +2959 
App. 0.40 App. 0.40 


4.9737 
3.7303 
4.4687 





been practically suspended: 


Country Units 
Schilling 
Lev 
Czechoslovakia ... Crown 
Germany Reichmark 
Hungary Pengo 
Rumania Leu 
Yugoslavia Dinar 


Dollar 


since that date.) 





Bolivar 
Cordoba 


Colon 
Peso 
Boliviana 








Courtesy, Department of Commerce. 


Date of Adoption 
of Regulations or Par 
Banking Practice 


Oct, 9, 1981 $0. 1407 
Oct. 15, 1931 -0072 
Oct. 2, 1931 0296 


_ July 13, 1981 2382 


Aug.''7%, 1931 1749 
May 18, 1932 +0060 
Oct. 8, 1931 0176 
Oct, 19, 1931 1,0000 


(No date assignable 
to de facto 
inconvertibility) 0.193 
Nov. 13, 1931 1,0000 


Jan, 16, 1932 +25 
Sept. 25, 1931 9733 
Sept. 21, 1931 +365 


Exchange 


Countries Not Officially but Practically Off the 
Gold Standard 


The following countries have not suspended gold payments by specific legislation, but as 
a result of stringent foreign exchange regulations the gold or gold exchange standard has 


Rate Prior Rate 
to Adoption May 25, 
of Regulations 1982 
$0.1392 $0,1397 
0071 0072 
.0297 
2368 
1743 
0060 
.0178 
8725 


(Gold exports officially prohibited from Oct. 19, 1931, to March 1, 1932, unofficially restricted 


r——Last rates received-_——, 


0.164 
(No exchange rates 
available) 
App. 0.228 235 
9657 +9524 
App. .%4 +2427 


‘ * Bolivia has authorized its central bank to suspend convertibility of its notes, but the 
am has been meeting practically all demands in certain categories for foreign exchange 
&t rates substantially in keeping with the depreciation of the British pound. 





KEEP POSTED 


The pieces of literature listed below 
have been prepared with the utmost care 
by business houses advertising in this 
issue. They will be sent free upon re- 
quest, direct from the issuing houses. 
Please ask for them by number. We 
urge our readers to take full advantage 
of this service. Address Keep Posted 
Department, Magazine of Wall Street, 90 
Broad Street, New York, N. Y. 





“ODD LOT TRADING” 
John Muir & Co., members New York Stock 
Exchange, are distributing their booklet to 
investors. (225). 


A COMPLETE FINANCIAL LIBRARY IN 8 VOLUMES 
These eight standard books, published by 
The Magazine of Wall Street, cover every 
phase of modern security trading and in- 
vesting. Available at new low prices. 
Write for descriptive circular, (752). 


WHEN TO BUY AND WHEN TO SELL 
The Investment and Business Forecast, a 
security advisory service, conducted by The 
Magazine of Wall Street, definitely advises 
subscribers what securities to buy or sell 
short and when to close out or cover. (783). 


“TRADING METHODS” 
This handbook, issued by Chisholm & Chap- 
man, contains much helpful information for 
traders. A copy together with their Mar- 
ket Letter will be mailed upon request. 
(785). 


INVESTMENT PROFIT INSURANCE 
The most logical form of investment profit 
insurance is represented by the personal and 
continuous counsel rendered by the Invest- 
ment Management Service. Write for full 
information. No obligation. (861). 


“A CHAIN OF SERVICE” 
Describes and illustrates the history and de- 
velopment of the Associated Gas & Hlec- 
tric System. (884). 


ELECTRIC BOND & SHARE CO. 


Full information or reports on companies 
identified with Electric Bond & Share Co. 
furnished upon request. (898). 


“WHAT IS A SAVINGS & LOAN ASSOCIATION?” 


.This booklet explains savings—instalment 
and income shares. The Serial Building, 
Loan & Savings Institution will be glad to 
send a copy upon request. (918). 


MISSOURI PACIFIC LINES 
Information concerning freight and passenger 
service sent upon request. (920). 

“USING THE PLOW IN INVESTMENT” 


Is the title of a descriptive circular just is- 
sued by the Credit Service Associates, copy 
of which will be mailed upon request. (926). 











THE DETROIT EDISON COMPANY 


Dividend on Capital Stock 
A quarterly dividend of Two Per Cent. ($2.00 
per share) on the Capital Stock of the Company 
will be paid on July 15, 1932, to stockholders of 
record at the close of business on June 20, 1932, 
ARTHUR D. SPENCHR, Treasurer. 








To the President of a 
Dividend-Paying Corporation :— 


Why should you publish your dividend 
notices in The Magazine of Wall Street? 


You will reach the greatest number of 
potential Stockholders of record at the 
time when they are perusing our maga- 
zine, seeking sound securities to add to 
their holdings. 

By keeping them informed of your divi- 
dend action, you create the maximum 
amount of good will for your Company, 
which will result in wide diversification 
of your securities among these influential 
investors. 


Place The Magazine of Wall Street on the 
list of publications carrying your next divi- 
dend notice! 














JUNE 11, 1932 


253 





PMR ELEY ie ee aR 














Bank, Insurance and 
Investment Trust Stocks 














Quotations as of Recent Date 


BANK AND TRUST COMPANIES 
Bid 


Bank of N. ¥, & Trust Co. (18).. 215 
Bankers (3) 36% 
Brooklyn (16) 

Central Hanover (7) 


City (3) 

Corn Exchange (4) 
Empire (2) 

First National (100) 


United States Trust (70) 
INSURANCE COMPANIES 


Aetna Fire (2) 

Aetna Life (1.20) 
Carolina (1.50) 
Continental (1.60) 
Glens Falls (1.60) 
Globe & Rutgers 
Great American (1.60) 


National Fire (2) 
North River (1) 
Stuyvesant (1.50) 
Travelers (22) 


INSURANCE COMPANIES—(Continued) 
Bid Asked 
|United States Fire (1) - 8% 10% 
'Westche: 5% 1% 
SURETY AND MORTGAGE COMPANIES 
American Surety 12% 
Bond & Mtg. (5) 22 
Lawyers Mortgage (1.40) 6% 
National Surety 5% 


JOINT STOCK LAND BANKS 


First Carolina 

Lincoln 

Southern Minnesota 
inia 


INVESTMENT TRUST SHARES 


Amer, Founders Trust 6% Pfd.... 10 
Do 7% Pfd 10 


% R 
Diversified Trustees Shares A.... 


Do Series B 
F xed Trust Shares A sp 
Interl, Sec, Corp. of Amer., Pfd.. ll 
Pfd ll 
1% 
18 


8 
U. 8S. Electric Lt. & Pr. ‘‘A’’.... 11% 
Universal Trust Shares 1% 


—SSSeeee——e—— OOo 


try would consider revision of the 
political debts if it were coupled with 
sweeping reductions of armaments and 
military budgets. It has seemed absurd 
to most Americans for Europe to plead 
poverty and the desperate need of 
economic stabilization as a reason for 
cancelling or reducing her obligations 
to us, amounting now ‘to only 250 
million dollars a year, when she is 
spending ten times as much in non- 
productive outlays; outlays to pay for 
future wars and, in a sense, to bring 
them on. 


But one thing regarding these debts , 


seems certain to happen. The Hoover 
moratorium of one yearall ‘around:lis 
about up, and in December the Allies 
will be called upon for their next 
annuities according to the terms of the 
agreements. Whatever else may hap- 
pen it is indisputable that the Allies 
will receive nothing from Germany 
this year and probably not for many 
years. They will soon, therefore, be 
confronted with a decision whether to 
pay or default. They will certainly 
first ask for another extension. 
Political difficulties in this country will 
apparently preclude any composition 
in time. The present Congress has 
tied the President's hands to such an 
extent that he cannot even discuss the 
subject. The Congress to be elected 
this fall will not come into office until 
March 4. So, the Allies must default 
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in December or pay war debts without 
being paid in turn. Such a decision 
is of more than conversational interest 
to us, for the balanced budget Con- 
gress is now effecting is predicated upon 


some 250 millions of receipts on ad! 


count of the political debts. 

The Lausanne Conference may have 
some value as a preliminary to the 
world economic conference that Eng- 
land now proposes for dealing with 
the price level subject. All Europe is 
eager to get the United States into a 
conference. Absent at Lausanne, we 
may find ourselves in attendance at an 
adjourned Lausanne conference under 
a more fragrant name! ‘If the Euro- 


peans are ‘tight in ‘their contention that. 
the actual payment of repafatioris and! 


our war loans is as unsettling as inter- 
national exchange as the endless 
bickering over revision and cancella- 
tion the price and monetary problem 
can hardly be dealt with effectually if 
the international debts are ignored. 
All in all, we are regretfully forced 
to the conclusion that Lausanne will 
be just one more conversational tourna- 
ment though bitter and _ ultimate. 
Conversation is not always without 
value. What is said and possibly 
hypothetically agreed upon at Lausanne 
may be a step toward an ultimate ad- 
justment. But what Europe’ requires 
above all is immediate and final de- 
ciéions, decisions that will shape events. 


Otherwise the events may decide. If 
Lausanne fails, as fail it must in re- 
spect to decisive action, the next Euro- 
pean conference may meet not to deal 
with present problems, but new ones 
that will arise from accomplished facts 
that will make all Treaty of Versailles 
problems! as dead as those of the 
treaties that ended in the moth eaten 
documents of the Congress of Vienna 
in 1814 or that of Frankfurt in 1871. 
Hopes that Lausanne will affirmatively 
contribute to an improvement of the 
world’s poor estate are doomed to 
disappointment. 

Americans must cease looking to 
Europe for nostrums for economic ills. 
We can achieve a large measure of 
recovery without Europe. Europe can 
hold us back, but it can not do much 
to~ help’ us forward. Lausanne will 
probably give us no cheer but it should 
not give us a shock. Events may deal 
us another blow from Europe, but they 
will not issue from the devious de- 
liberations of Lausanne. 








Wages and Profits 
(Continued from page 235) 








profits which are absolutely vital in a 
capitalistic state of society would be 
preserved. 

Let us again look at the railroads 
and suppose the above arrangement 
could be carried out; the companies 
instead of cutting expenses and firing 
men would find that owing to a con- 
siderable reduction in payrolls, it 
would still be possible for them to make 
profits and yet to buy all kinds of sup: 
plies. Another reason, of course, would 
be that if all-wages were reduced, then 
the: needed supplies would cost less 
than before. The men instead of los 
ing their jobs would be retained at the 


-lawer pay, and the railroads instead 


of adding immensely to the depression 
as they are doing now would continue 
to operate normally. 

There are two great classes of peo 
ple; namely workers and capitalists 
The wages of the one and the income 
of the other all come from profits and 
if profits dry up then a country is in 
exactly the condition in which we find 
ourselves today, a state of intense de- 
pression, and that depression is going 
to continue until the natural and only 
cure is applied and that is a drastic re 
duction in the costs of doing business 
which will restore profits to the high 
place which they must occupy before 
it is possible for us to get back our 
former prosperity. 

A drastic reduction in the cost of 
doing business means only one thing; 
and that is a considerable reduction 
wages of all workers including soldiers, 
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sailors, school teachers, policemen, fire- 
men, and all other workers, but espe- 
cially and particularly, wages in the 
building construction trades which are 
so high that they practically prohibit 
building operations. 

In order to induce a man to invest 
his money in a building today, costs 
must be reduced and it would be a 
thousand times better for the building 
trades workers to reduce wages and go 
to work than to remain idle at home.— 
EpwARD BANKES, River Forest, Ill. 








Trade Tendencies 


(Continued from page 236) 








orders on hand amounting to only 
5% of those at this time last year. 
Foundry activity for the country as 
awhole is only a fraction of that which 
prevailed in 1931, and last year’s op- 
erations were abnormally low. Marked 
stability, however, has been evidenced 
in the demand for boiler and other 
combustion equipment; nevertheless, 
profits in this branch are negligible. Oil 
rigging and supply firms have been ad- 
versely affected by the restriction in 
well drilling and by the smaller needs 
of refineries for new equipment. Pump 
manufacturers are showing huge 
deficits. Automobile machinery pro- 
duction is concentrated among the 
larger companies and the smaller firms 
making machine parts and automobile 
tooling products have suffered greatly. 
In recent months makers of large aiid 
very heavy machinery have noted an 
unusual drop in new orders. Because 
of the fact that a large plant and over- 
head are needed in this industry, op- 
erations become unprofitable as soon as 
a volume basis is lost. As machinery 
demand is dependent mainly upon 
plant expansion, which usually occurs 
at the end phase of a business boom, 


No near term improvement may be ex- 
pected. 





F oodstuffs 





Conditions Spotty 


Grain prices have shown heaviness, 
with the exception of wheat. Corn quo- 
tations have receded steadily in the past 
three months and latterly have shown 
Pronounced weakness, chiefly because 
of the drastic slump in hog prices. 
€r grains have varied little, except 
‘ye, which appears in a better statistical 
position than at this time last year. 
gua prices have dropped se- 
Tey. Quotations for cattle, calves 
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and sheep have been weak. Hog 
prices, ' however, have broken wide 
open in the past several weeks, and 
the hog futures market at Chicago had 
to be closed as the violent drop, which 
seemingly could not be checked, pre- 
cluded hedging operations. 

Coffee quotations have held steadily, 
but only at the expense of further 
destruction of part of the crop by the 
Brazilian Government. Shipments to 
the United States in the past few 
months have been dropping. Sugar 
prices on the New York Coffee and 
Sugar Exchange have become firm, fol- 
lowing the recession of last month, 
Better demand for the refined product 
in recent weeks appears to mark the 
turning of the corner. 

Manufacturers of standard branded 
products have not suffered nearly to 
the extent that wholesale and primary 
produce distributors have. Prices 
have been held up, and the mild drop 
in second quarter income has been be- 
cause of smaller sales. Most food com- 
panies, with the exception of canning 
concerns, are still making fairly good 
revenues and the outlook is for a con- 
tinuance of profitable operations. 





Tobacco 








Sales Uptrend Checked 


Formerly regarded as_ practically 
“depression-proof,” the tobacco busi- 
ness has at last commenced to feel the 
effects of the depression. In April, 
1932, cigarette consumption was 7.6 
million’ small cigarettes, compared 
with 9.5 million in April of last year. 
In each of the first four months of the 
current year cigarette tax-paid .with- 
drawals have been far less than’: in 
1931, and it is almost a certainty that 
profits for the full year 1932 will range 
far below last year’s record income. 
Advertising expenditures by the larger 
tobacco companies have been consider- 
ably less this,spring than last year but 
the. major cause of the drop-in sales 
has been the ever-increasing hardship 
experienced by the consumers. As 
cigarette consumption is habitual in 
character, adjustment of prices to se- 
cure a greater return would fail—if 
raised, gross revenues would fall, and 
if lowered, sales would not be stimu- 
lated sufficiently to compensate for the 
mark-down. Although the upward 
growth of cigarette sales has been 
checked temporarily, any turn for the 
better in public buying power should 
bring about a rise again. 

Manufactured tobacco and snuff 
have shown no change from demand 
enjoyed at this time last year, largely 
because normal- decliness haye been 
by: inroads. into the cigarette, field.,.As, 


a rule no monthly variations in the past 
few years have been discernible, and 
economic conditions do not seem to 
change sales volume. Large cigars, on 
the other hand, have suffered drastic 
losses, and cigar firms formerly making 
handsome profits have been forced to 
see their sales drop steadily, until now 
income is, in many cases, barely enough 
to permit operations to break even. As 
cigars are more or less a luxury prod- 
uct, no near-term improvement can be 
expected. An additional drag upon 
cigar profits has been the tendency to 
cut prices, contrary to the practice of 
cigarette and snuff companies and this 
action, combined with lower probable 
summer sales, may cause deficits for 
some cigar makers. 








For Profit and Income 
(Continued from page 233) 








but were the country to abandon the 
gold standard it might well be an ab- 
solute physical impossibility for the in- 
dividual to obtain gold, to say nothing 
of the fact that dealings in this metal 
under such conditions are usually pro- 
hibited by special law. Also, it must 
be remembered that the obligations 
technically payable in gold now total 
a very large amount. Indeed, so large 
is it that were gold obtained in pay- 
ment of them under a state of affairs 
where gold was preferable -to currency 
and was therefore hoarded, the coun- 
try’s stocks of metal would soon be ex- 
hausted. Further contracts would be 
unenforceable and it therefore seems 
obvious that should the country aban- 
don the gold standard the gold clause 
will afford little protection to bond- 
holders regardless of their strict legal 
rights. 


Railroad News 


_Everyone'|knows that the railroads 
ofthe country have been harder hit 
perhaps than any other division of in- 
dustry. Yet, it might well be asked 
what has become of the freight increases 
which were allowed a few months ago. 
It appears that as the volume of traffic 
declined the competition for the residue 
became keener than ever. The roads 
among themselves, and trucks and 
canals, bid merrily for the business and 
rates in many instances, instead of be- 
ing higher, are now actually lower. 
And so does a bad situation become 
worse. It is said that unless a miracle 
occurs the carriers will be obliged to 
ask for another wage reduction of per- 
haps as much as 20% at the expira- 
tion next February of their present 


contract with labor. 
255 

















“uv. Ml 
Tips. on Books 
Book Review Section of The Magazine of Wall Street 














THE ROAD TO RICHES 
By JoszEPpH StTacG LAWRENCE 


Doubleday, Doran & Co., Inc. 


HE ROAD TO RICHES by 

Joseph Stagg Lawrence is about 

what one would expect of a 
book described as a “short, sound per- 
spective of economics for the business 
man, the investor or the worker.” It 
is indeed short, for the most part 
sound and, if its lightness appears at 
times somewhat forced, the appeal to 
the business man, the investor or the 
worker will probably be none the less 
on this score. Perhaps the book’s 
greatest fault is that it leaves the 
reader with the impression of having 
been present at a motion picture per: 
formance where none of the films was 
complete. Nevertheless, many of: the 
scenes are interesting and valuable. 
The theory that value is determined 
by the psychological vagaries of the 
market to the exclusion of all else is 
logically advanced, although it is to 
be doubted whether all other theories 
of value are as foolish as Mr. Lawrence 
would have us believe. On the other 
hand, in his chapters on gold and 
credit the author is less logical. Why, 
in one place sneer at the world’s 
abandonment of the gold standard in 
contrast to our own righteousness, 
while in another serenely admit 
it is only by the grace of God that 
we are still on it? We also find his 
criticism of the Federal Reserve Sys- 
tem distorted, although in the same 
part of the book there is undoubtedly 
much excellent and easily assimilated 
advice to the individual depositors of 
our banking system. The high price 
paid by a purchaser on the installment 
plan and the necessity for a workman 
to build reserves are two other ex- 
ceedingly well made points which 
should be widely read and followed. 
On the whole, while there is consider- 
able chaff among the grain in The 
Road to Riches, the latter pre- 
dominates sufficiently to make its read- 
ing worthwhile. H. R. 


MONEY FOR TOMORROW 


By W. E. Woopwarp 
Liveright, Inc. 


H W. E. Woodward's con- 
tribution to the prodigious 
number of books inmpined by 

our economic dilemma, it now seems, 


to this reviewer at least;'that every- 
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thing possible has been written about 
the subject. However, we may yet 
hear from A. A. Milne and P. G. 
Wodehouse. 

“Money for Tomorrow” is a book 
that should find considerable favor with 
the reader who shies at economic 
treatises as being beyond the range of 
his understanding. In making the book 
understandable and intensely interest- 
ing, however, Mr. Woodward has not 
sacrificed veracity and common sense. 
If the proposed remedies seem unusual 
and radical, it is probably because they 
are new and untried. Confronted 
with our economic debacle as it exists 
today, it would be presumptious to 
disregard Mr. Woodward's panaceas 
as being unfeasible, when the accept- 
able aids of more profound economists 
have failed dismally. 

Mr. Woodward's introduction af- 
fords an excellent clue as to the con- 
tents of the book. He says “I hope 
to God nobody will enjoy reading this 
book”... . “I don’t want to be clever, 
amusing, or brilliant. All I want to 
do in these pages ‘is to present a hand- 
ful of facts and four or five ideas, but 
I want to make them so hard and gritty 
that you are not likely to forget them.” 
The book successfully does just that. 
Such pertinent subjects as the tariff, 
foreign obligations, industrial .equilibri- 
um, unemployment’ and credit are 
treated in a manner to provoke thought 
and discussion. 

The book:has been given an authori- 
tative benediction, in' a manner of 
speaking, by two well-known economists 
and is augmented by an appendix con- 
taining a number of pointed criticisms 
of Lawrence Dennis, who has a 
wide reputation as an-expert in bank- 
ing technique, together with Mr. 
Woodward’s comments on them.— 
ing» BEF 





Facts, News and 


Comments 


Savings and Loan Week is to be 
observed generally throughout New 
York State from June 6 to 13, in- 
clusive. 

In announcing the designation of 
the week on behalf of the savings and 
loan associations in New York City, 
James F. Nathan, president of the 
Serial Building Loan & Savings 
Institution, said: 

“It is the belief of the leaders in 
thé savings and loan-movement in this 


state that the best way to bring about 
the return of normal times is to go 
out actively and confidently in an 
effort to create opportunities to per. 
form a constructive business service. 
They believe it is time for business and 
professional men to get busy, instead 
of sitting back and moaning over “hard 
times.” 

“During ‘Savings and Loan Week’ 
it is our intention to carry the ‘Let's 
Get Busy’ slogan into the home of 
every ‘one of our members, and, in 
co-operation with them, to bring it to 
the attention of many times the num- 
ber of persons who now have the ad- 
vantages of savings and loan member- 
ship.” 


* * 


A panoramic history of seventeen 
years of bank advertising is to be 
shown in one of the feature exhibits 
at the 17th Annual Convention of 
the Financial Advertisers Association 
at Chicago, September 12 to 15, in 
clusive. It will show the development 
of bank advertising as to quality and 
quantity, and will be arranged by a 
committee headed by Henry Parker, 
advertising manager of the Detroit 
Savings Bank. Following the conven: 
tion, the display will form the nucleus 
of a permanent exhibit in the central 
office of the association at Chicago. 


* * 


Because of the volume of new orders 
on hand, the Stutz Motor Car Co. of 
America, Inc., which for the: past six 
months has been operating on a 5-day 
weekly basis, has resumed its 6-day 
schedule, according to E. S. Gorrell, 
president of the company. Some de- 
partments will operate seven days a 
week. 


* * * 


Announcement was made recently 
of a new process of cracking and re’ 
forming gases which, appears to offer 
attractive economic savings to operating 
gas utilities, the development of re 
search engineers of Phillips Petroleum 
and its subsidiary, Philgas Co. 
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A Complete Financial Library 


in 8 Volumes 


HESE are standard books published by THE MAGAZINE OF 
WALL STREET on modern security trading and investing. Writ- 
ten in a concise, easily understandable, manner they give you 

the result of years of research and successful market operation— 
the foremost tried and proven methods and the important funda- 
mental principles which you can apply to your individual needs. 


(No. 1) You and Your Broker (No. 5) Financial Independence at Fifty 
enteen Discusses every phase of the relationship between your Outlines successful plans for investment and semi-invest- 
to be broker and yourself. Describes what you should watch in ment through which you may become financially independent. 
xhibits entering an order, in checking statements and in attending | Shows how to budget your income; to save; the kind of 
ion: of to routine matters on your account. insurance most profitable, etc. 
ciation " tos f 
5, in- (No. 2) When to Sell to Assure Profits (No.6) Necessary Business Economics for 
omen’ : F ‘ Successful Investment 
p Goes into detail concerning the fundamental factors that are 
ty and affect security values. Covers explicitly the important prin- Sets forth the significance of supply and demand, the effect 
by a ciple neglected by many investors (who too often are only of good and bad crops, the ebb and flow of credit and similar 
Darker good buyers) “When to Sell to Assure Profits.” factors which should help you to recognize and take advan- 
Jet t tage of the trend. 
etroi 
wees (No.3) How to Invest for Income and Profit (No.7) Cardinal Investment Principles upon 
lucieUus Explains the fundamental principles essential to profitable which Profits Depend 
central investing under the new market conditions. Written during ; : 

0. the depression, it outlines the new policies and procedure Tells how to put your financial, house in order—how to 
g Pp Pp : 
make your plan and carry it out after it is made. Bridges 


necessary for profitable investing in these times. 


(No.4) How to Secure Continuous Security 
Profits in Modern Markets 


Will be especially appreciated by every businessman, investor 
and trader—for it contains the principles upon which the 
experts of THE MAGAZINE oF WALL StrEET base their judg- 
ment in the selection of securities. 


many danger spots which otherwise could be avoided only 
through costly experience. 


(No. 8) The Investor’s Dictionary 


487 words and expressions clearly defined. Includes every 
word or phrase used in security transactions. Gives repro- 
ductions of all, the ordinary documents used in buying and 
selling stocks and bonds. 


The entire 8 books are uniform in size and style, pro- 
fusely illustrated with charts, graphs and tables, replete 
with practical examples and suggestions. They are all 
richly bound in dark blue flexible fabrikoid, lettered in 
gold, and will make a handsome addition to any library. 








Individual Price of 
Each Book ... $2.25 
When Sets of 2.or 


More Books Are 
Ordered. Each. . $1.5 0 


Special Offer 


Complete Library of 
Entire 8 Books. $10 




















CLIP OUT AND MAIL THIS COUPON TODAY 


THe MaGazine oF WALL STREET, June 11 


90 Broad Street, New York, N. Y. 


PLEASE send me your complete library of 8 Standard 
Books on Security Trading and Investing. 


0 $10 Enclosed. 


LEASE send me books as listed above: Nos. 1-2-3-4-5- 

- 6-7-8. (Simply check books desired, remitting $2.25 if 
only one is ordered, or $1.50 each if sets of two or more 
books are ordered. ) 


Enclosed. 


1) Please mail me, without obligation, your descriptive book circular. 

















INVESTMENT 9O BROAD ST. 
MANAGEMENT 
SERVICE 


NEW YORK, NLY. 





An open letter —- 





TO INVESTORS WHO HAVE DECIDED TO SIT TIGHT 


Many investors believe that their security holdings have 
depreciated to such an extent that their only course of 
action is to hold on to what they have and wait for re- 
covery. The fallacy of this reasoning is now apparent 
to stockholders of those companies which have gone into 
receivership during the past few months. The portion 
of their capital invested in such companies may never be 
regained. 


It is quite possible that some of the securities you are 
holding for ultimate recovery may never recover. Still 
you have an opportunity to regain your capital, despite 
the fact that you may have a substantial loss —- but only 
if it is reinvested in securities offering definite possi- 
bilities for recovery. 


If you will send us a list of the securities in your 
portfolio at present we shall be glad to examine it and 
tell you how, through our personalized counsel, we can 
assist you in avoiding permanent loss. We will aiso 
explain how we can help you in more speedily building up 
and maintaining the value of your invested capital, as 
well as your income. 


There will be no cost or obligation, and the information 
you submit will be held in absolute confidence. Just 
send us your list, designate the amount of cash available 
for additional investment, and acquaint us with your 
investment requirements and objectives. 


Division OF 
the MAGAZINE 
G/WALL STREET 











